AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

AGRICULTURE, RURAL DEVELOPMENT, FOOD
AND DRUG ADMINISTRATION, AND RE-
LATED AGENCIES APPROPRIATIONS FOR
FISCAL YEAR 2011

TUESDAY, MARCH 2, 2010

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.
The subcommittee met at 10:01 a.m., in room SD-192, Dirksen
Senate Office Building, Hon. Herb Kohl (chairman) presiding.
o Il’lresent: Senators Kohl, Harkin, Brownback, Cochran, Bond, and
ollins.

DEPARTMENT OF AGRICULTURE

OFFICE OF THE SECRETARY

STATEMENT OF TOM VILSACK, SECRETARY

ACCOMPANIED BY:
DR. KATHLEEN MERRIGAN, DEPUTY SECRETARY

DR. SCOTT STEELE, BUDGET OFFICER, DEPARTMENT OF AGRI-
CULTURE

OPENING STATEMENT OF SENATOR HERB KOHL

Senator KOHL. Good morning.

Today, we begin our hearings on the fiscal year 2011 budget for
the Department of Agriculture.

We'd like to welcome Secretary Vilsack. He’s accompanied by Dr.
Kathleen Merrigan, Deputy Secretary; and Dr. Scott Steele, the
USDA Budget Officer. We thank you all for being here.

Last year this subcommittee worked in a bipartisan manner that
produced effective and efficient results. With an adequate budget
request and allocation, there was much collaboration across the
aisle. We were able to provide USDA with much-needed increases
in programs, like food safety, which had long been underfunded.
And we were rewarded for our bipartisan cooperation by getting
our bill out nearly on time, which, as everyone knows, was a wel-
come change.

This year, the numbers are a little different, but I'm hopeful the

rocess will be much the same. The President’s budget proposes
521.5 billion for discretionary programs at USDA for fiscal year
2011. This is actually a decrease from last year, and I am pleased
that USDA is showing fiscal restraint.

o))



2

It is incumbent upon this subcommittee to review all these pro-
posals with three priorities in mind. First, we need to produce a
bill that protects important gains made last year. Second, we need
to ensure that programs vital to people’s health, safety, and liveli-
hoods are adequately funded. And third, we need to do so in a way
that shows fiscal restraint and responsible austerity.

Briefly, here are a few of the major increases in the budget, as
I see them: The WIC program, which we consider essential, re-
ceives funding necessary to provide assistance to roughly 10 million
low-income women, infants, and children. The Food Safety and In-
spection Service budget receives an increase smaller than those of
the past several years, but nevertheless an increase in order to
maintain the safety of our food supply. The Farm Service Agency
receives a large increase in order to pay for much-needed informa-
tion technology upgrades which allow farmers to continue receiving
assistance. There is a small increase in agricultural research fund-
ing. The Foreign Agricultural Service receives a significant increase
for export trade activities. Finally, we have additional welcome em-
phasis on healthy local food production.

All of these increases, however, are more than offset by decreases
in other programs, like conservation, research, rural development,
and others. Further, the budget proposes to reduce multiple farm
bill programs that this subcommittee has worked to protect, and
which will certainly raise opposition. None of these options are off
the table, and everyone needs to be aware of that.

Clearly, we all have to tighten our belts. We’'ll certainly work to
ensure that the Department has all of the funding necessary to
serve the American people. While we have been able to provide
some necessary increases over the past several years, we will be
taking a long hard look at the budget, the proposed increases and
new initiatives, as well as the proposed decreases.

We all look forward to working, again, with Senator Brownback
in a close bipartisan manner. We need to produce a bill that is a
reflection of the importance of the USDA, but also a reflection of
the need to slow spending growth.

So, Secretary Vilsack, we welcome you, again, for being here and
look forward to your statement.

Before that, we’d like to ask Senator Brownback for his state-
ment.

Senator Brownback.

STATEMENT OF SENATOR SAM BROWNBACK

Senator BROWNBACK. Thank you very much, Senator Kohl. Ap-
preciate the hearing.

Welcome, Secretary Vilsack, good to have you here. We had a
good process last year that worked successfully and quickly, and—
kind of the way the place is supposed to, which was pretty amazing
in and of itself, and I give that applause to the chairman. I look
forward to working with you on this year’s budget. I noted, in a
cursory review of it, you’ve worked to reform your budget, cutting
some places, putting higher priority on others, which is the way I
think we ought to look at things. If you’ve got a high priority, put
the money there, but don’t just ask for more money; get it from
somewhere else in the budget. We may have some questions with
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you about where you got it, and have some suggestions as to other
places that you may get it from, but I applaud that route of going.

I've got two suggestions to you that we’re going to be working on.
One is on the agriculture development budget. And here, this is
one that’s going on in another committee, but I really think
you've—you're the one that’s got the expertise on it. You're seeing
a lot of agriculture development work starting in other sectors of
the budget, particularly AID, and I think you’re the one with the
primary expertise—or you and the land grant university system. I
would really—and we’re going to be pushing this in other sectors,
as to ways that we can see that budget fit better together.

Gates Foundation and others are really stepping up in this field.
They stepped up in the health field on developing countries, and
together we’ve had a huge drop in AIDS deaths overseas. Malaria
is getting more under control, not completely by any means. And
this is the best foreign policy tool we’ve got, when you save some-
body’s life. The next step in that is agriculture development, and
to see it to development. And this is a historic role that places like
Iowa State, K State, Missouri, Wisconsin, others have played for
many years. But, you've got, I think, the best connection to them,
and I'd really like to see us—what we can do on that.

And the final one that I think is key—and you’ve—got it in my
opening statement here—is the next generation on biofuels. There’s
just no question that this is a big deal for us in farm country. I
was at an ethanol plant the other day that’s feeding wet distiller’s
grain. They can sell at 30 cents cheaper than if you have to dry
it. They’re taking the CO, straight to an oil field for recharge pur-
poses. I was at NREL in Golden, Colorado, where they’re working
on the cellulosic ethanol. They believe they can make it as price ef-
fective with grain ethanol by 2012. And I think that’s going to real-
ly help us in agriculture, having a grain stream and a cellulosic
stream probably under the same plant. And I can’t think of a big-
ger thing for us to work on for market development and share than
this next generation on biofuels, bio-based products.

I had a group the other day—a PCA—hand me a some ChapStick
that was made out of soy oil. I had a guy a few years ago hand
me a blue rock, a skeet, that was made out of cornstarch. You
know, just little widgets, little tiny market segments, but all of
them add up, all of them add to renewable uses, and theyre good
products.

And T just—I really think that’s one that, if we’re going to serve
the farmers in rural areas of this country, ’d—there is not a better
place for us to invest time and effort and focus and research dol-
lars. And you’ve got the lion’s share of that, even though other
areas are working on it. And I really hope we can working with you
on those.

Chairman, I look forward to the comments and the questions.

Senator KoHL. Thank you, Senator Brownback.

And now we turn to you, Mr. Secretary, for your statement.

SUMMARY STATEMENT OF SECRETARY THOMAS VILSACK

Secretary VILSACK. Mr. Chairman, thank you very much. And, to
the members of the subcommittee, thank you for the opportunity
to appear today.
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As the chair indicated, I'm here with Deputy Secretary Merrigan
and Mr. Steele in an effort to educate the subcommittee on our pri-
orities.

Let me say that we started this budget process with four frames
in mind. The first frame is a recognition of the economic difficulties
the country currently faces, which is reflected in our continuation
of support programs like SNAP and WIC, our food assistance pro-
grams, which make up 70 percent of our budget. We will continue
to provide the nutritional assistance necessary to take care of
America’s families.

As was mentioned by both the chair and Senator Brownback, we
also recognize the fiscal challenge that this country faces, and that
the Senate and House face in putting a budget together, which is
why we made an effort to try to propose a budget with reductions
in discretionary spending recognizing full well that there are dif-
ficult and tough choices that have to be made by this sub-
committee, by this Congress. We laid out what we believed would
be the appropriate choices, but are certainly open to working with
this subcommittee and the House committee on thoughts and ideas
that you all have.

I will tell you that we were also struck by the state of the rural
economy. While the country has faced a recession for the last 2
years, I think I can make the case that rural America has faced
a recession for a number of decades. If you take a look at the sta-
tistics, what you’ll see is, in rural America, there is a higher pov-
erty rate; a higher unemployment rate; a loss of population, with
over 50 percent of rural counties having lost population in the last
decade. The facts are fairly clear that they are less educated, in
terms of college educated and high school educated individuals, liv-
ing in rural America. And there is a graying of rural America, an
aging of rural America. All of which is reflected also in statistics
relative to farms, where we saw a 30 percent increase in the num-
ber of farmers over the age 75, and a 20 percent decrease in the
number of farmers under the age of 25.

For that reason, we are proposing and suggesting a slightly dif-
ferent direction as it relates to rural development. We believe that
we need to focus less on individual community and project-by-
project efforts, and focus more on recognizing that smaller commu-
nities are part of a regional economy, and looking for ways in
which we can bolster the regional economy in order to create great-
er activity. Now, we think that this is a strategy that—a number
of communities have banded together in other parts of the country
and are seeing positive results.

We think this rural strategy and this regional strategy should be
focused on five basic pillars. First of all, a continuation of the ef-
forts that this Congress appropriated, in terms of expansion of
broadband to all parts of America, both rural and remote areas,
and the opportunities that presents.

Second, as Senator Brownback indicated, a real focus on biofuels
and bio-based products and the energy potential that can be cre-
ated in our farm fields, recognizing that this needs to be not just
focused in one part or one region of the country, but, as our
Biofuels Task Force report indicates, an opportunity for us to have
regional economic opportunity in all parts of the country by using
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a variety of feedstocks to create biofuels and bio-based products.
This can happen in all parts of the country, and it actually can cre-
ate greater energy security for this country, promote national secu-
rity, and also significantly help the rural economy.

We think there is also a need for us to continue an effort to link
local production and local consumption of farm products, creating
opportunities for schools, hospitals, prisons, and the like, to be able
to purchase locally produced food in order to keep the wealth in the
region and in the community. The establishment of the ecosystem
markets under the 2008 farm bill creates an extraordinary oppor-
tunity for us to focus on water, carbon, and habitat protection as
another alternative income source for farm families across the
country. And finally, an aggressive effort in forest restoration and
private land conservation. We see this budget, in terms of con-
servation, as actually historic, in the sense that we will propose ex-
tending conservation programs to over 305 million acres, an in-
crease of about 10 percent, also focusing those acres in programs
that really matter, in terms of creating more habitat, which, in
turn, will create more hunting and fishing opportunities, which is
often an overlooked economic opportunity in rural America.

These five pillars, we believe, can create higher incomes, better-
paying jobs, and attract young people to stay and to come to rural
communities. We’'d like the opportunity to prove that case to you
with the proposal that we have set forth in our budget.

This process will be aided by our focus on research and develop-
ment. Recognizing the need for competitive grants, we have main-
tained the formula funding for our research efforts, but have sug-
gested that there needs to be a real competition for other research
dollars. And so, we have proposed a record amount of competitive
grants, focused in four or five major areas: the energy area, as was
mentioned; the need for us to continue to look for ways in which
we can increase productivity and protection of crops and animals
from disease and pests and invasive species; a focus on food safety;
a focus on obesity and nutrition; and finally, a focus on the capacity
of agriculture to adapt and mitigate to changing climates.

Given the First Lady’s Let’s Move Initiative, we believe the last
frame reflected in our budget stems from the centerpiece of her
Let’s Move effort—the legislative centerpiece—which is the reau-
thorization of child nutrition proposals. An opportunity to substan-
tially expand efforts in the school lunch and school breakfast pro-
grams gives us an opportunity to add more fruits and vegetables
in the diets of our young people, responding to the very serious obe-
sity epidemic we now face, as well as a strategy for dealing with
the fact that we still, yet today, in this rich and powerful country,
have hungry children.

We also recognize the responsibility that we have at USDA to
provide the safest and most abundant and most affordable food
supply. And so, there is continued emphasis on food safety, with a
focus on increased prevention; better surveillance and risk assess-
ment; and more rapid response, recall, and recovery. While there
is a small budget increase in food safety, there has been a tremen-
dous amount of effort and focus on the regulatory side of food safe-
ty, in an effort to better utilize the resources that Congress has
provided.
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PREPARED STATEMENTS

We believe this is a good budget, a strong budget, a budget that
has elements of reform and responds to the challenges that we face
in rural America. And we look forward to the opportunity to an-
swer your questions.

[The statements follow:]

PREPARED STATEMENT OF THOMAS VILSACK

Mr. Chairman and distinguished members of this subcommittee, I appreciate the
opportunity to appear before you as Secretary of Agriculture to discuss the adminis-
tration’s priorities for the Department of Agriculture (USDA) and provide you an
overview of the President’s 2011 budget. I am joined today by Deputy Secretary
Kathleen Merrigan and Scott Steele, USDA’s Budget Officer.

I don’t need to tell you that the American people have been struggling through
the most serious economic recession since the Great Depression. Families have been
forced to make difficult decisions in the face of unprecedented job losses. The imme-
diate effects of being unemployed are felt deeply by the unemployed and their fami-
li}izs. Vg)(le have seen more and more Americans relying on USDA to help put food on
the table.

The challenges facing rural communities for decades have grown more acute,
which is why the Obama administration is committed to new approaches to
strengthen rural America. Rural Americans earn less than their urban counterparts,
and are more likely to live in poverty. More rural Americans are over the age of
65, they have completed fewer years of school, and more than half of America’s rural
counties are losing population.

This year, President Obama took steps to bring us back from the brink of a de-
pression and grow the economy again. But with the unsustainable fiscal policies
over the past decade, it’s time to get our fiscal house in order.

The President has announced the 3-year, non-security discretionary spending
freeze for the remainder of his term. This is a freeze on the bottom line rather than
an across-the-board freeze on all line items in the budget, which provides the flexi-
bility to achieve high priority goals by reducing funding for lower priority, duplica-
tive, or non-performing programs. USDA’s proposed fiscal year 2011 budget is a re-
flection of that policy, essentially freezing funding for on-going discretionary pro-
grams at the fiscal year 2010 level. When limits placed on select programs and ef-
forts to eliminate earmarks and one-time funding are taken into account, USDA’s
total discretionary budget authority is reduced by over $1 billion. The decrease is
primarily due to reductions in one-time funding such as earmarks, supplementals,
rescissions, and targeted program reductions. However, USDA’s total budget author-
ity request pending before this subcommittee proposes a total of $129.6 billion in
2011, up from $119.3 billion in 2010, primarily due to an anticipated increase in
nutrition assistance program participation and mandatory expenditures for crop in-
surance. The discretionary appropriation request for this subcommittee is $21.5 bil-
lion, which is comparable to the $21.7 billion enacted for 2010.

The 2011 budget request supports the administration’s vision for a strong rural
America through the achievement of four strategic goals. Achievement of these goals
will ensure that all of America’s children have access to safe, nutritious, and bal-
anced meals; create new economic opportunities for increasing prosperity; strength-
en agricultural production and profitability through the promotion of exports with
a specific emphasis on biotechnology while responding to the challenge of global food
security; and ensure the Nation’s national forests and private working lands are
conserved, restored, and made more resilient to climate change, while enhancing our
water resources.

With the help of this subcommittee and the funding provided by the Recovery Act,
USDA has been able to achieve significant accomplishments over the past year.
Some of these accomplishments include:

—SNAP has improved the diets of more than 38 million low-income people now

served by the program;

—The financial distress of over 2,600 producers in 47 States has been relieved
through direct farm operating loans. Nearly 20 percent of beginning farmers
and socially disadvantaged producers obtain at least part of their credit needs
from USDA;

—Critical rural infrastructure improvements have been made that will provide
nearly 1 million Americans with improved access to safe drinking water, im-
prove facilities for 655 communities, including many that provide healthcare
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service and educational opportunities, and create 84,000 housing opportunities
for families. USDA has made investments to improve watershed and flood con-
trol on 37,000 acres in 36 States. These actions have created thousands of jobs,
while investing in projects that will provide benefits for years; and,

—USDA has made available $2.5 billion to expand and enhance the Nation’s ac-
cess to broadband services. USDA has taken a particular interest in addressing
the needs of unserved and underserved rural areas. Broadband projects will
support anchor institutions—such as libraries, public buildings and community
centers—that are necessary for the viability of rural communities. USDA an-
nounced initial awards of $54 million in December 2009. A second USDA an-
nouncement of $310 million was made on January 25, 2010. A third USDA an-
nouncement of $277 million was recently made on February 17, 2010. The sec-
ond solicitation of applications was published in the Federal Register on Janu-
ary 22, 2010; applications are being accepted through March 15, 2010. This
funding will open the door to new businesses that serve global as well as local
customers as well as improve the educational and medical opportunities for
rural residents.

ENSURING THAT ALL OF AMERICA’S CHILDREN HAVE ACCESS TO SAFE, NUTRITIOUS, AND
BALANCED MEALS

A major priority for the Department is ensuring a plentiful supply of safe and nu-
tritious food, which is essential to the well-being of every family and the healthy
development of every child in America. A recent report by the Department showed
that in over 500,000 families with children in 2008, one or more children simply do
not get enough to eat. There is a growing body of evidence demonstrating that chil-
dren who eat poorly or who engage in too little physical activity do not perform as
well as they could academically, and that improvements in nutrition and physical
activity can result in improvements in academic performance. Too many children
also have poor diets and gain excessive weight. Recent data shows that the preva-
lence of obesity has increased over 10 percent, to a level of 17 percent for children
between 6 and 19 years of age. There is also a paradox that hungry children are
disproportionately prone to obesity. Having poor access to healthy food contributes
significantly to both of these problems.

Nutrition Assistance

The budget fully funds the expected requirements for the Department’s three
major nutrition assistance programs—the National School Lunch Program, WIC,
and SNAP—and proposes $10 billion over 10 years to strengthen the Child Nutri-
tion and WIC programs through reauthorization.

School lunch participation is estimated to reach a record-level again in 2011, 32.6
million children each day, up from about 32.1 million a day in 2010. This is con-
sistent with the increase in the school age population.

The reauthorization of the Child Nutrition Programs presents us with an impor-
tant opportunity to combat child hunger and improve the health and nutrition of
children across the Nation. The 2011 budget proposes a historic investment of $10
billion in additional funding over 10 years to improve our Child Nutrition Programs
and WIC. It is designed to significantly reduce the barriers that keep children from
participating in school nutrition programs, improve the quality of school meals and
the health of the school environment, and enhance program performance. Funding
will be used to improve the quality of the National School Lunch and Breakfast Pro-
grams, increase the number of kids participating, and ensure schools have the re-
sources they need to make program changes. With this investment, additional fruits,
vegetables, whole grains, and low-fat dairy products will be served in all school cafe-
terias and an additional one million students will be served through school lunch
programs in the next 5 years. Improving these programs directly supports the First
Lady’s “Let’s Move” campaign aimed at achieving the ambitious national goal of
solving the challenge of childhood obesity within a generation so that children born
today will reach adulthood at a healthy weight.

To ensure USDA makes progress to decrease the prevalence of obesity among chil-
dren and adolescents, and to improve the quality of diets, the budget includes an
increase of $9 million. The increase will allow USDA to strengthen systematic re-
view of basic, applied, and consumer research that provides the information nec-
essary to answer questions about diet, health, education, and nutrition-related be-
haviors. This will ensure that that USDA and other Federal agencies can describe
the best nutritional behaviors and develop the best ways of communicating this in-
formation to help Americans improve their diets. The increased funding will also be
used to create more effective nutrition education interventions for schools and com-
munities, and broaden and maintain tools and systems that Americans can use to
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adopt more healthful eating and active lifestyles, in particular reducing overweight
and obesity. The 2011 budget includes an increase of $50 million for research
through AFRI that will focus on identifying behavioral factors that influence obesity
and conducting nutrition research that leads to the development of effective pro-
grams to prevent obesity. AFRI funding will also focus research on addressing the
micronutrient content of new food crops and improving the nutritional value of sta-
ple crops, fruits and vegetables through plant breeding leading to greater access to
healthy foods.

The budget includes $7.6 billion for WIC, which will support the estimated aver-
age monthly participation of 10.1 million in 2011, an increase from an estimated 9.5
million participants in 2010. The request is $351 million above the 2010 appropria-
tion and supports a robust contingency fund. Highlights include expanding the
breastfeeding peer counseling program, doubling the size of the breastfeeding rec-
ognition program, supporting Management Information Service improvements and
program research and evaluation, and providing a $2 increase in the value of the
fruit and vegetable voucher for children. WIC administrative activities are also
funded, which will facilitate continued implementation of the revised WIC food
packages, required to be implemented at the beginning of fiscal year 2010. The
changes in the food packages bring recipient diets into better conformance with the
Dietary Guidelines for Americans and feeding recommendations for small children.
Fruits, vegetables and whole grains were added to the WIC packages, mostly for the
first time. Fruit and vegetable consumption is expected to increase significantly via
the new cash value vouchers recipients will receive, improving nutritional intake,
improving long-term eating habits, and improving the economics for our fruit and
vegetable producers. Recipients will use their new vouchers to purchase fresh, fro-
zen or canned fruits and vegetables year round.

Participation in SNAP is estimated to be about 40.5 million participants per
month in 2010, and is projected to increase to 43.3 million in 2011. The budget esti-
mates a total of $80.2 billion is needed in 2011 to fund all expected costs and in-
cludes a $5 billion contingency fund recognizing the uncertainty USDA faces in esti-
mating actual participation. The Recovery Act increased SNAP benefits $80 a month
for a family of four and will continue until the statutory cost of living adjustments
(COLA) eclipse the Recovery Act benefit levels.

For 2011, we need to continue to support America’s families as they recover from
the current economic crisis many of them find themselves in. Fortunately, SNAP is
working as it should with participation increasing as the people in need increase.
However, changes need to be made to ensure that participants are treated fairly and
equitably and that the resources being delivered foster economic mobility. For these
reasons, we are proposing to improve the accessibility to SNAP. The main legislative
proposal for SNAP would establish a common, national asset allowance for means
test of $10,000 for programs government-wide. Programs with asset limits currently
treat assets inconsistently and without regard of the need to allow and encourage
families to save toward self-sufficiency. SNAP asset limits have been held for dec-
ades at $2,000 for most households and $3,000 for households with elderly. In addi-
tion, a second proposal would exclude lump sum tax credits to prevent disruption
in eligibility and benefits in the wake of new and refundable tax credits, and the
administrative churning this creates. A third proposal would extend the Recovery
Act provision that waives time limits for Able-Bodied Adults Without Dependents
(ABAWDs) for an additional fiscal year. In total, these changes to SNAP would add
$462 million to recipient benefits and SNAP program costs in 2011 with a 5-year
total of $4.5 billion.

The budget also includes increased funding for staffing needed to strengthen
USDA’s ability to simplify and improve the nutrition assistance programs, enhance
capacity to improve nutritional outcomes, and encourage healthy and nutritious
diets and expand an obesity prevention campaign through efforts supported by the
Food and Nutrition Service.

Food Safety

Protecting public health is one of the most important missions of USDA.
Foodborne 1llness is recognized as a significant public health problem in the United
States. These illnesses can lead to short and long-term health consequences, and
sometimes death. I am firmly committed to taking the steps necessary to reduce the
incidence of food-borne illness and protect the American people from preventable ill-
nesses. Over the past year, we have striven to make improvements to reduce the
presence of deadly pathogens and we continue to make improvements. At USDA,
about 8,500 inspectors work in approximately 6,300 slaughtering and processing es-
tablishments, import houses, and other federally regulated facilities to ensure that
the Nation’s commercial supply of meat, poultry, and egg products is safe, whole-
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some, and correctly labeled and packaged. A major focus is implementing the rec-
ommendations of the President’s Food Safety Working Group (FSWG) in accordance
with three core food safety principles:

—Preventing harm to consumers;

—Conducting analyses needed for effective food safety inspections and enforce-

ment; and,

—Identifying and stopping outbreaks of foodborne illness.

The budget includes $1 billion for the Food Safety and Inspection Service to fully
fund inspection activities and implement recommendations of the FSWG and other
initiatives aimed at improving USDA’s public health infrastructure. This includes
an increase of $27 million to further implement recommendations of the FSWG and
strengthen our public health information infrastructure. Increased funding will be
used to enhance FSIS’ ability to collect, analyze and present food safety data nec-
essary for improving inspection practices. Additionally, FSIS will hire more epi-
demiologists to improve investigations of foodborne illness and outbreaks in coordi-
nation with State officials to develop “trace back” tools and improve record-keeping.
These improvements will decrease the time necessary to identify and respond to
foodborne illness outbreaks, which will better protect consumers by improving our
capability of identifying and addressing food safety hazards and preventing
foodborne illness.

USDA research continually works to meet the evolving threats to the Nation’s
food supply and focuses on the reduction of the hazards of both introduced and nat-
urally occurring toxins in foods and feed. As part of an integrated food safety re-
search initiative, the budget proposes an increase of $25 million, including $20 mil-
lion for AFRI and $5 million for the Agricultural Research Service. This initiative
will strengthen surveillance and epidemiology programs, develop improved methods
for controlling food pathogens in the preharvest stage, develop innovative interven-
tion strategies to eliminate pathogens and contaminants, and improve technologies
for ensuring postharvest safety and quality.

Minimizing the Impact of Major Animal and Plant Diseases and Pests

The budget includes $875 million in appropriated funds for the Animal and Plant
Health Inspection Service (APHIS) to protect agricultural health by minimizing
major diseases and pests. APHIS activities that contribute to this goal include pest
and disease exclusion, plant and animal health monitoring, response to outbreaks
of foreign plant and animal threats, and management of endemic pests and dis-
eases. Of note, the 2011 budget includes $11 million to continue efforts initiated
with emergency funding to address the light brown apple moth (LBAM). This is an
increase of $10 million compared to 2010. The LBAM is an invasive pest that at-
tacks a wide variety of plants of agricultural or horticultural significance. APHIS
estimatej the pest could cause annual production losses up to $1 billion if allowed
to spread.

ASSISTING RURAL COMMUNITIES TO CREATE PROSPERITY

The economic downturn has impacted many sectors and areas of the Nation, in-
cluding rural America. At this time, there remains high poverty in sparsely popu-
lated rural areas, which is reflected in higher mortality rates for children, higher
unemployment, and declining populations. Since the beginning of the economic slow-
down, rural residents have experienced a greater decline in real income compared
to other parts of the Nation. Some factors contributing to this include lower rural
educational attainment, less competition for workers among rural employers, and
fewer highly skilled jobs in the rural occupational mix. It is not surprising that over
51 percent of rural counties lost population and that a majority of farm families rely
on a significant amount of off-farm income to meet their needs. However, an ener-
getic and creative citizenry is looking for new ways to spur rural economic activity
to create prosperity and strengthen the economic foundations of their communities.

After a year as the United States Secretary of Agriculture, I have reached the con-
clusion that we must overhaul our approach to economic development in rural
America. During the past year, at the instruction of President Obama, I worked on
the elements of a new rural economy built on a combination of the successful strate-
gies of today and the compelling opportunities of tomorrow. The framework of the
new effort recognizes that the rural economy of tomorrow will be a regional econ-
omy. No one community will prosper in isolation. Further, USDA must help create
economic opportunities in America’s rural communities by expanding broadband ac-
cess, promoting renewable energy, increasing agricultural exports, taking advantage
of ecosystem markets, capitalizing on outdoor recreation, pursuing research and de-
velopment, and linking local farm production to local consumption. The common
goal is to help create thriving rural communities where people want to live and
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raise families and where the children have economic opportunities and a bright fu-
ture.

The 2011 budget will assist rural communities to create prosperity so they are
self-sustaining, economically thriving, and growing in population. With the assist-
ance of the committee, we have already taken important steps in this effort. With
funding from the Recovery Act, we supported farmers and ranchers and helped
rural businesses create jobs. Investments were made in broadband, renewable en-
ergy, hospitals, water and waste water systems, and other critical infrastructure
that will serve as a lasting foundation to ensure the long-term economic health of
families in Rural America.

This budget includes almost $26 billion to build on this progress and focuses on
new opportunities presented by producing renewable energy, developing local and
regional food systems, capitalizing on environmental markets and making better use
of Federal programs through regional planning.

Facilitating the Development of Renewable Energy

On February 4, 2010, the President laid out his strategy to advance the develop-
ment and commercialization of a biofuels industry to meet or exceed the Nation’s
biofuels targets. Advancing biomass and biofuel production that holds the potential
to create green jobs, which is one of the many ways the Obama administration is
working to rebuild and revitalize rural America. In support of this effort, USDA’s
budget includes funding for a variety of renewable energy programs across the De-
partment. These programs help ensure that farmers and ranchers are able to cap-
italize on emerging markets for clean renewable fuels and help America achieve en-
ergy independence and reduce greenhouse gas emissions.

The 2008 farm bill provided significant mandatory funding to support the com-
mercialization of renewable energy. The 2011 budget builds on this investment by
providing an increase of $17 million in budget authority to support $50 million in
loan guarantees for the Biorefinery Assistance Program. The budget also maintains
the budget authority for the Rural Energy for America Program (REAP) at $39.3
million. The budget allocates most of the funding to grants rather than loans, be-
cause grant applicants will be able to more efficiently leverage greater amounts of
private sector investment.

The Department will also focus additional research investments on the production
of energy crops and the development of renewable energy processing. The 2011
budget includes an increase of $33 million for a comprehensive research program
in alternative and renewable energy within the Agriculture and Food Research Ini-
tiative (AFRI) competitive grant program. This will advance the development of
dedicated, bioenergy feedstocks, and feedstock production. The budget also proposes
an increase of $10 million for in-house research for the establishment of regional
biofuels centers dedicated to the development of energy feedstocks and bioenergy
feedstock production systems for different regions across the Nation.

Developing Local and Regional Food Systems

With the growing interest among consumers in eating healthy foods and knowing
where their food comes from, promoting local and regional food systems can offer
win-win solutions for all involved.

USDA’s “Know Your Farmer, Know Your Food” Initiative will work to reduce the
barriers to local and regional food production, such as the lack of local meat proc-
essing and packing capacity, and promote opportunities to increase local and re-
gional food production and purchasing, such as supporting school purchases of local
and regional foods.

There exists great potential to create new economic opportunities for rural Amer-
ica by strengthening local and regional food systems. Currently, many communities
across America have limited access to healthy foods, which can contribute to a poor
diet and can lead to higher levels of obesity and other diet-related diseases, such
as diabetes and heart disease. Most often, these communities are also economically
distressed and less attractive to grocery stores and other retailers of healthy food.

To address this problem, the Departments of Agriculture, Health and Human
Services, and Treasury will implement the Healthy Food Financing Initiative to pro-
vide incentives for food entrepreneurs to bring grocery stores and other healthy food
retailers to underserved communities. Under this initiative, over $400 million will
be made available in financial and technical assistance to community development
financial institutions, other nonprofits, public agencies, and businesses with sound
strategies for addressing the healthy food needs of communities. For USDA, the
budget includes about $50 million in budget authority for loans, grants, and tech-
nical assistance to support local and regional efforts to increase access to healthy
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food, particularly for the development of grocery stores and other healthy food re-
tailers in urban and rural food deserts and other underserved areas.

Capitalizing on Environmental Markets

As America’s farms and forests hold a tremendous potential for sequestering car-
bon, improving water quality, and preserving biodiversity the budget requests the
resources necessary to conduct government-wide coordination activities that will
serve as the foundation for the establishment of markets for these ecosystem serv-
ices.

Through the Office of Ecosystem Services and Markets and the Office of the Chief
Economist, the Department will establish technical guidelines that outline science-
based methods to measure the environmental services benefits from conservation
and land management, pursuant to the 2008 farm bill.

USDA conducts research that contributes to the development of climate change
mitigation and adaptation tools and technologies, and USDA outreach and extension
networks make them available to farmers, ranchers, and land managers. The 2011
budget includes an increase of $50 million within AFRI for global climate change
research to develop mitigation capabilities and adaptive capacities for agricultural
production. The budget also proposes an additional $5.4 million for ARS to conduct
research that will increase the resilience of crops so they can thrive in variable and
extreme environments, as well as focus on mitigating the effects of climate change
by ensuring the availability of water through improved management.

Regional Innovation Initiative

In addition to these priorities, the 2011 budget maintains support for USDA’s key
rural development programs, including $12 billion for single family housing loan
guarantees and nearly $1 billion in guarantees for business and industry loans.
These programs not only provide needed assistance to rural families and the capital
needed to create jobs, they also create the foundation needed to improve rural mar-
kets and communities which is essential for long-term economic growth.

In order to utilize the Federal Government’s assets more effectively, USDA’s
Rural Innovation Initiative will promote economic opportunity and job creation in
rural communities through increased regional planning among Federal, State, local
and private entities. By creating a regional focus and increasing collaboration with
other Federal agencies, USDA resources will have a larger impact, enabling greater
wealth creation, quality of life improvements, and sustainability.

To support this initiative, USDA requests authority to set aside up to 5 percent
of the funding within approximately 20 existing programs, approximately $280 mil-
lion in loans and grants, and allocate these funds competitively among regional pilot
projects tailored to local needs and opportunities. This will encourage regional plan-
ning and coordination of projects that are of common interest throughout self-de-
fined regions. This approach will also support projects that are more viable over a
broader region than scattered projects that serve only a limited area. It will also
help build the identity of regions, which could make the region more attractive for
new business development, and provide greater incentives for residents to remain
within their home area.

Broadband

Although funding for broadband under the Recovery Act will end in 2010, USDA
will continue to make broadband loans and grants under the authorities provided
by the 2002 farm bill, as amended by the 2008 farm bill. The 2011 budget provides
$418 million in loans and grants for this purpose.

PROMOTE AGRICULTURAL PRODUCTION AND BIOTECHNOLOGY EXPORTS AS AMERICA
WORKS TO INCREASE FOOD SECURITY

We will also give priority to promoting the production of food, feed, fiber, and fuel,
as well as increased exports of food and agricultural products, as we work to
strengthen the agricultural economy for farmers and ranchers. America’s farmers
and ranchers are the most productive and efficient in the world and the U.S. agri-
cultural sector produces $300 billion worth of farm products providing a major foun-
dation for prosperity in rural areas as well as a critical element of the Nation’s econ-
omy.

The Department provides a strong set of financial safety net programs to ensure
the continued economic viability and productivity of production agriculture, includ-
ing farm income and commodity support programs, crop insurance and disaster as-
sistance, as well as other programs. The farm safety net is critically important and
provides the foundation for economic prosperity in rural America. For 2011, USDA



12

estimates that roughly $17 billion in total direct support will be provided to farm
producers and landowners through a variety of programs.

Recognizing the need to reduce the deficit, the budget proposes to better target
direct payments to those who need and can benefit from them most as well as cap
total payments paid to larger operations. For 2011, legislation will be proposed to
build on reforms made by the 2008 farm bill by reducing the cap on direct payments
by 25 percent and reducing the Adjusted Gross Income (AGI) payment eligibility
limits for farm and non-farm income by $250,000 over 3 years. The savings from
these proposals will impact approximately 30,000 program participants, which is
about 2 percent of the 1.3 million total program participants, and will over time
comprise less than 2 percent of the total direct support the Department expects to
provide annually to farm producers and landowners.

The Federal crop insurance program is an important part of the farm safety net.
It allows producers to proactively manage their risks associated with losses from
weather, pests and diseases, and financial risks associated with price fluctuations.
The stability provided by crop insurance has become an important factor used by
commercial banks to determine the credit worthiness of their agricultural borrowers.

The budget also reflects savings expected to be achieved through reforms in the
Federal crop insurance program the changes we are proposing will help protect
farmers from higher costs, rein in costs for taxpayers, improve access to crop insur-
ance and provide greater protection from crop losses. Negotiations are currently un-
derway with the crop insurance industry to restructure the contract that governs
their delivery of the crop insurance program. The proposed new Standard Reinsur-
ance Agreement (SRA) includes six primary objectives, which will (1) maintain pro-
ducer access to critical risk management tools; (2) realign administrative and oper-
ating subsidies paid to insurance companies closer to actual delivery costs; (3) pro-
vide a reasonable rate of return to the insurance companies; (4) equalize reinsur-
ance performance across States to more effectively reach under-served producers,
commodities, and areas; (5) enhance program integrity; and (6) simplify provisions
to make the SRA more understandable and transparent.

These objectives align with RMA’s primary mission to help producers manage the
significant risks associated with agriculture. By achieving these six objectives, the
new SRA will ensure financial stability for the program and the producers it serves,
while increasing the availability and effectiveness of the program for more pro-
ducers and making the program more transparent. The new agreement will also
provide insurance companies with greater flexibility for their operations and finan-
cial incentives to increase service to underserved producers and areas, while ensur-
ing that taxpayers are well-served by the program.

National Export Initiative

Agricultural trade contributes directly to the prosperity of local and regional
economies across rural America through higher commodity prices and increased
sales. USDA estimates that every $1 billion worth of agricultural exports supports
9,000 jobs and generates an additional $1.4 billion in economic activity. At the same
time, however, foreign trade barriers limit exports, thereby reducing farm income
and preventing job growth in the agricultural sector.

USDA has an important role in expanding export opportunities for our food and
agricultural products. As part of the administration’s National Export Initiative, the
budget proposes increased discretionary funding of $54 million to enhance USDA’s
export promotion activities. The initiative includes increases of $34.5 million to sup-
plement funding for the Foreign Market Development Program—commonly known
as the Cooperator Program—and $9 million for the Technical Assistance for Spe-
cialty Crops Program. This funding will be in addition to that provided to the pro-
grams by the Commodity Credit Corporation and will double the level of funding
available to the programs in 2011.

Increased funding of $10 million is also requested for the Foreign Agricultural
Service, which will be used to expand export assistance activities, in-country pro-
motions, and trade enforcement activities to remove non-tariff trade barriers, such
as unwarranted sanitary and phytosanitary standards and technical barriers to
trade imposed on U.S. commodities by other countries.

Research To Improve Agricultural Productivity

For 2011, the budget provides almost $800 million for research aimed at improv-
ing agricultural productivity and protecting agriculture from pests and disease that
limit the productive capacity of agriculture. The proposed research will improve ge-
netic resources and cultivars that will lead to improved germplasm and varieties
with higher yields, improved disease and pest resistance, and resilience to weather
extremes such as high temperature and drought. The budget also funds several ini-
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tiatives to support research on breeding and germplasm improvement in livestock
which will enhance food security and lead to the development of preventive meas-
ures to combat diseases and thereby increase production. The budget also includes
a 56 percent increase for the Sustainable Agriculture Research and Education
(SARE) programs aimed at helping farmers and ranchers adopt practices that are
profitable and beneficial to communities. As part of this increase, the 2011 budget
proposes funding for the Federal-State Matching Grant SARE Program to assist in
the establishment and enhancement of State sustainable agriculture research, edu-
cation and extension programs. The matching requirement will leverage State or
private funds and build the capabilities of American agriculture in becoming more
productive and sustainable.

As the world population grows and the demand for food with it, we must look to
new technologies for increasing production, including biotechnology. Biotechnology
can expand the options available to agricultural producers seeking solutions to a va-
riety of challenges, including climate change. However, prudent steps must be taken
to ensure that biotech products are safely introduced and controlled in commerce.
For 2011, the budget requests $19 million, an increase of 46 percent, to strengthen
USDA’s science-based regulatory system for ensuring the safe introduction and con-
trol of biotechnology products. This includes preventing regulated genetically engi-
neered products from being co-mingled with non-regulated products and to ensure
the safe introduction of biotechnology products. USDA will also continue to provide
technical input for the development of science-based regulatory policies in devel-
oping countries. By promoting consistency between the domestic regulatory system
and the import policies of our trading partners, the likelihood of the United States
being the supplier of choice improves as markets for these products grow.

Increasing Global Food Security

Recent estimates from the United Nations Food and Agriculture Organization
suggest that more than one billion people around the world are chronically hungry,
many of them children.

A productive agricultural sector is critical to increasing global food security.
USDA plays a major role in helping American farmers and ranchers improve the
efficiency of agricultural production, including the safe use of biotechnology and
other emergent technologies. New technologies and production practices can en-
hance food security around the world by increasing the availability of food as well
as providing developing nations tools for increasing their self reliance and giving
them greater control over their production decisions.

For 2011, the budget includes approximately $2.1 billion in emergency and non-
emergency foreign food assistance programs carried out by USDA and USAID, and
capacity building programs. Through the McGovern-Dole International Food for
Education and Child Nutrition Program, which is administered by the Foreign Agri-
cultural Service, USDA will assist an estimated 5 million women and children in
some of the world’s poorest countries.

In support of agricultural reconstruction and stabilization activities in Afghani-
stan, USDA is increasing the number of agricultural experts serving in Afghanistan
from 14 to 64 in 2010. The work of these courageous individuals is essential for sta-
bilizing strategic areas of the country, building government capacity, ensuring the
successful management of assistance programs, and addressing the issue of food in-
security. It is estimated that as much as 80 percent of the Afghan population relies
on agriculture for wages and sustenance. Consistent with these efforts, the Depart-
ment has established a priority for increasing the number of Afghan provinces in
which women and children are food secure from 10 to 14 by the end of 2011, ensur-
ing food security for 41 percent of the country’s provinces by the end of 2011.

An important means to assist developing countries to enhance their agricultural
capacity is by providing training and collaborated research opportunities in the
United States, where participants can improve their knowledge and skills. The 2011
budget provides increased funding for the Cochran and Borlaug Fellowship Pro-
grams, which bring foreign agricultural researchers, policy officials, and other spe-
cialists to the United States for training in a wide variety of fields. Under our pro-
posals, as many as 600 individuals will be able to participate in these programs and
bring this knowledge home with them to benefit their respective countries.

In addition, the Department is working with other Federal partners to reduce
global food insecurity and increase agriculture-led economic growth in developing
countries. These combined efforts will not only ensure that the world’s children have
enough to eat, but will improve national security as well. By promoting strong agri-
cultural systems in the developing world, we will eliminate some of the primary
causes that fuel political instability and diminish the economic vitality of developing
nations.
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ENSURING PRIVATE WORKING LANDS ARE CONSERVED, RESTORED, AND MADE MORE
RESILIENT TO CLIMATE CHANGE, WHILE ENHANCING OUR WATER RESOURCES

USDA plays a pivotal role in working with farmers and ranchers to protect and
restore private working lands, while making them more resilient to threats and en-
hancing our natural resources. USDA partners with private landowners to help pro-
tect the Nation’s 1.3 billion acres of farm, ranch, and private forestlands.

The budget includes record levels of support for conservation programs, bringing
total funding to about $6 billion, which includes $5 billion in mandatory funding for
the conservation programs authorized in the 2008 farm bill and nearly $1 billion
in discretionary funding for other conservation activities, primarily technical assist-
ance. This level of funding supports cumulative enrollment of more than 304.6 mil-
lion acres in farm bill conservation programs, an increase in enrollment of about 10
percent over 2010.

The budget will accelerate the protection of our natural resources by strategically
targeting funding to high priority program areas. This includes an increase of $25
million to implement the Strategic Watershed Action Teams initiative that will tar-
get identified watersheds for a period of 3 to 4 years with the intent of reaching
100 percent of the landowner base in each watershed eligible for farm bill conserva-
tion program assistance. The additive effect of planned and applied conservation
practices would hasten environmental improvement while keeping production agri-
culture competitive and profitable.

Research

Underlying the achievement of all of the Department’s goals is a strong research
program. Research fuels the transformational change that rural America needs to
excel. To help bring about this change, I have launched the National Institute of
Food and Agriculture (NIFA), which will be a key element in providing the knowl-
edge and technical advances that will lead to increased productivity, more abundant
food supplies, improved nutrition, safer food, and a cleaner environment.

Agricultural research ultimately leads to increased profitability for farmers, re-
duced food costs and greater choice for consumers, and improved management of the
natural resource base. To get more out of our research, the Department must focus
its research and development components on making sure we do our very best job
not just to increase productivity but also to make sure that we protect what it is
they are growing and raising. The National Institute is going to have a more focus,
in part on improving productivity and also being able to figure out how we can do
a better job of protecting crops and animals from pests and disease. The more we
produce, the healthier we produce, the better off we will be. If you conduct more
research that will enable farmers to be more productive and improve the protection
of their crops from pests and disease, in concert with protecting the market through
iood safety, we will be able to expand domestic markets and increase export mar-

ets.

As I have highlighted a few of the most significant research initiatives, I would
like to point out that the 2011 budget proposes the largest funding level ever for
competitive research with $429 million for AFRI, an increase of $166 million over
2010. AFRI is the Nation’s premier competitive, peer-reviewed research program for
fundamental and applied sciences in agriculture. It is broad in scope with programs
ranging from fundamental science to farm management and community issues.

The budget also maintains formula funding for research and extension at 1862,
1890 and 1994 land-grant institutions, schools of forestry and schools of veterinary
medicine at the 2010 level, thereby maintaining the research infrastructure needed
to meet our research goals. These important capacity building programs will allow
institutions to sustain the matching requirement that many of these programs have,
thereby allowing Federal funds to leverage non-Federal resources. All of these insti-
tutions are also eligible to apply for AFRI funding to enhance their research efforts.

Management Initiatives

The budget also includes a number of management initiatives that will improve
service delivery, ensure equal access to USDA programs, and transform USDA into
a model organization.

As part of a government-wide effort to improve service delivery and IT security,
the Department will continue to implement improvements to address vulnerabilities
to aging IT systems used for delivering billions of dollars in farm, conservation, and
rural development program benefits that will result in more reliable, customer-fo-
cused service to producers.

Ensuring that the Department and its programs are open and transparent is a
priority for USDA. Therefore, USDA is proposing to expand the Office of Advocacy
and Outreach, which was established by the 2008 farm bill, to improve service deliv-



15

ery to historically underserved groups and will work to improve the productivity and
viability of small, beginning, and socially disadvantaged producers.

In support of my commitment to improve USDA’s handling of civil rights matters,
the budget includes funding to ensure that USDA has the staffing and resources
necessary to address its history of civil rights complaints and seek resolution to
claims of discrimination in the Department’s employment practices and program de-
livery. To demonstrate this commitment, USDA under my leadership has been ag-
gressively pursuing resolution to several pending discrimination lawsuits against
the Department. Most notably, USDA and the Department of Justice reached a set-
tlement of outstanding claims of discrimination by Black farmers in the Pigford
case. Resolution of this litigation is evidence of the commitment to resolving all of
the large civil rights cases at USDA, including those involving Hispanic, Native
American, and women farmers.

As USDA’s workforce interacts directly with the public we serve every day, the
Department’s employees are some of our most valuable assets. To enhance the De-
partment’s human resource capabilities, USDA will focus on improving leadership
development, labor relations, human resources accountability, and veterans and
other special employment programs. Investing in our employees will create an envi-
ronment that is more responsive to the Department’s broad constituency.

There is no doubt that these tough times call for shared sacrifice. The American
people have tightened their belts and we have done so as well. We made tough deci-
sions, but this budget reflects our values and common sense solutions to the prob-
lems we face. It makes critical investments in the American people and in the agri-
cultural economy to set us on a path to prosperity as we move forward in the 21st
century.

I would be pleased to take your questions at this time.

PREPARED STATEMENT OF PHYLLIS K. FONG, INSPECTOR GENERAL

I want to thank Chairman Kohl and Ranking Member Brownback for the oppor-
tunity to submit testimony about the Department of Agriculture’s (USDA) Office of
Inspector General’s (OIG) fiscal year 2011 budget request. My statement will sum-
marize a number of the most important oversight projects and investigations we
performed in fiscal year 2009 and 2010 to date and present the key elements of the
President’s fiscal year 2011 budget request for OIG.

During this period, we issued a total of 78 audit reports regarding USDA pro-
grams and operations. We obtained $131 million in potential monetary results by
reaching management decision with USDA on our recommendations. In that time
period, we reported 866 convictions and $179 million in potential monetary results
as a result of OIG investigations.!

My statement will begin with an overview of our work to assess and improve the
Department’s American Recovery and Reinvestment Act of 2009 (Recovery Act) pro-
grams and operations, cover our most significant recent audit and investigative ac-
tivities, and conclude with a summary of the President’s fiscal year 2011 budget re-
quest for OIG.

OIG OVERSIGHT OF USDA’S RECOVERY ACT ACTIVITIES

The Recovery Act provided USDA with $28 billion in additional funding for an
array of programs and activities. Among the USDA programs funded by the Recov-
ery Act are farm loans, watershed protection, nutrition assistance, wildfire manage-
ment, capital improvements and maintenance, and rural development. With the
subcommittee’s leadership, the Recovery Act also provided OIG with $22.5 million
to oversee the USDA programs funded by the Act; these funds are available through
fiscal year 2013.

In response to this call for additional oversight, in 2009 OIG modified its audit
and investigative programs, added staff to handle the additional workload, and
reprioritized its current work. Along with expanding the scope of audits already in
process, we added 54 additional audits that were specifically designed to address
Recovery Act programs.

Our approach to auditing Recovery Act-funded programs involves three phases
that will be implemented over the next several years. In the first phase, we are re-
viewing USDA agencies’ documented internal control procedures relating to Recov-

1 Audit monetary impacts are derived from funds put to better use and questioned/unsup-
ported costs, as established by Congress in the Inspector General Act of 1978. The components
of our investigative monetary results include fines, recoveries, restitutions, claims established,
and administrative penalties, among others.
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ery Act programs. In the second phase, through field reviews, we are evaluating pro-
gram delivery, reviewing participants’ eligibility, and ensuring Recovery Act funds
are being used for their intended purposes. In the third phase, we will evaluate pro-
gram performance measures and how accomplishments and results are reported by
USDA agencies.

As of April 1, 2010, we have issued 12 audits regarding the Department’s Recov-
ery Act programs and operations. Our audits addressed USDA’s internal controls
over loan and grant processing, management of the Supplemental Nutrition Assist-
ance Program (SNAP), actions taken in response to prior audit recommendations,
aquaculture grants, and Forest Service (FS) contracting and grants management.
We have also issued another six audits relevant to USDA’s Recovery Act activities
that were in process when the Act was passed. These audits examined programs
that subsequently received Recovery Act funding, such as the rehabilitation of flood
control dams, broadband loans and grants, nutrition assistance, and rural develop-
ment. At present, we have 34 Recovery Act audits in process, with 10 additional au-
dits scheduled to start in the coming months.

We have also developed a new reporting process to provide USDA agency man-
agers with prompt feedback regarding the use of Recovery Act funds; these “fast re-
ports” convey issues to program managers as soon as they are identified. Fast re-
ports are then consolidated and issued in a formal, audit report at a later date. As
of April 1, 2010, we have issued 30 fast reports addressing matters such as business
and industry loans, contract issuance and management, Recovery Act reporting,
housing loans, nutrition assistance, farm operating loans, water and waste disposal
grants and loans, and floodplain easements. For example, the fast report we issued
concerning SNAP found the budgetary estimate for SNAP had increased signifi-
cantly since the original estimate included in the Food and Nutrition Service’s Re-
covery Act Plan. The change was not consistently or timely reported on Recovery.gov
and associated agency Web sites.2 The Department agreed to work with the Office
of Management and Budget (OMB) and the Recovery Accountability and Trans-
pwarﬁncy Board to establish a process for changing estimates reported on these public

eb sites.

Our Investigation Division has been working to ensure the integrity of Recovery
Act programs by investigating allegations of potential fraud, preparing to conduct
investigations, and implementing a whistleblower allegation program. To accomplish
these goals, we developed a two-phase approach. As part of the first phase, we are
increasing fraud awareness training for Federal, State, and local officials involved
in the disbursement and administration of Recovery Act funding from USDA.

In the second phase, we are assessing complaints and referrals OIG has received
to ascertain if criminal investigations should be opened. As of April 9, 2010, OIG
had received 31 referrals relating to USDA Recovery Act contract awards and 20
complaints to our hotline. Our goal is to expeditiously evaluate any concerns raised
about USDA’s Recovery Act activities and expenditures and ascertain if there is po-
tential criminal activity or, alternatively, administrative issues. As of April 9, 2010,
we had identified no criminal activity in our reviews of Recovery Act referrals and
complaints.

GOAL 1: STRENGTHEN USDA’S SAFETY AND SECURITY MEASURES FOR PUBLIC HEALTH

One of OIG’s most important goals is to protect public health and ensure the
wholesomeness of the food reaching both U.S. consumers and consumers in foreign
markets. In fiscal year 2009 and the first half of fiscal year 2010, we completed sev-
eral important oversight projects related to food safety. We also completed work re-
lated to other USDA activities potentially affecting public safety, such as assessing
the ongoing rehabilitation of aging dams throughout the country.

Evaluating Food Safety Controls Prior to Slaughter of Cattle

In 2008, when videos came to light documenting the abuse of cattle awaiting
slaughter at a meat packing company in Chino, California, the Food Safety and In-
spection Service (FSIS) oversaw the company’s recall of approximately 143 million
pounds of raw and frozen beef products—the largest recall in U.S. history. OIG’s
audit of conditions at the slaughter facility determined there was not a systemic
failure of FSIS’ inspection process, but that plant personnel acted deliberately to by-
pass required inspections.

OIG investigators continue to work closely with the U.S. Attorney’s Office and
FSIS to investigate the events that took place at this facility. Meanwhile, in 2009,

2The original estimate totaled more than $19.8 billion through fiscal year 2013. This amount
increased to $65.8 billion through fiscal year 2019 when estimated for the fiscal year 2011 budg-
et.
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OIG audit’s work on this beef recall led to three major audits concerning the quality
of beef processed in the United States.

Evaluating the Recall

Given the unprecedented size and scope of this beef recall, OIG evaluated whether
FSIS effectively oversaw the recall, verifying if the packing company contacted beef
distributors, retrieved the potentially contaminated meat, and properly disposed of
it. We also assessed whether FSIS had implemented corrective actions in response
to recommendations OIG made in two prior reports on the agency’s recall process.

While FSIS had generally taken appropriate actions in response to our prior rec-
ommendations, we found that FSIS needs to improve how it evaluates the success
of its recalls. To determine if a recall has been successful, FSIS samples and follows
up with distributors who have received potentially adulterated beef. The agency,
however, had no procedures to replace sampled distributors who were found not to
have actually purchased any of the recalled beef. The size and completeness of the
sample is important because FSIS depends on statistical projections to support its
overall conclusions concerning a recall’s effectiveness.

In this recall, 41 percent of the companies FSIS contacted had not received the
recalled product and therefore should not have been used to evaluate the recall—
some were out of business, some did not sell meat at all, and others never pur-
chased any of the recalled beef. We also found that FSIS needs to implement writ-
ten procedures to ensure that all of its district offices follow a standardized and sta-
tistically valid process for evaluating recalls. FSIS agreed with OIG’s recommenda-
tions to strengthen agency procedures to evaluate recalls.

Evaluating Controls Over Residues in Cattle

Another public food safety issue facing the United States is the contamination of
meat with residual veterinary drugs, pesticides, and heavy metals. “Residue” of this
sort finds its way into the food supply when producers bring animals to slaughter
plants while they have antibiotics or other drugs in their system. When the animals
are slaughtered, traces of the drugs remain in these animals’ meat when shipped
to meat processors and retail supermarkets, and eventually purchased by con-
sumers. In cooperation with the Environmental Protection Agency (EPA) and the
Food and Drug Administration (FDA), FSIS inspectors are required to sample and
test animal carcasses to verify that beef is not contaminated with harmful residue.

Our March 2010 report found that the National Residue Program is not accom-
plishing its mission of monitoring the food supply for harmful residues. For exam-
ple, FSIS, FDA, and EPA have not established thresholds for many dangerous sub-
stances (e.g., copper or dioxin), which has resulted in meat with these substances
being distributed in commerce. To address these serious shortcomings in the Na-
tional Residue Program, FSIS, EPA, and FDA need to take steps to improve how
they coordinate with one another.

Acting on its own initiative, FSIS can strengthen the National Residue Program
by requiring slaughter plants to increase their controls when processing dairy cattle
and bob veal calves. Our analysis shows that plants handling these animals were
responsible for over 90 percent of residue violations. The agency can also do more
to focus on repeat violators-producers who have a history of bringing to slaughter
animals with residue in their system. FSIS agreed with our findings and rec-
ommendations.

Purchasing Ground Beef for Federal Nutrition Assistance Programs

The Agricultural Marketing Service (AMS) purchases ground beef products for use
in Federal nutrition programs. Our newly released audit found that the agency had
significantly improved its procedures to ensure that contracted ground beef sup-
pliers comply with purchasing requirements. However, our audit found that further
improvements are still needed. AMS has not made a formal determination as to
whether ground beef suppliers should be required to obtain bonding or insurance
to safeguard the Department against possible monetary losses resulting from major
product recalls. The agency needs to strengthen its criteria to hold suppliers ac-
countable for their non-conformances and to properly track non-conformances to en-
sure that ground beef suppliers meet eligibility requirements for continued program
participation. In addition, AMS needed to strengthen its controls over the selection
of product samples for laboratory testing and the laboratory testing process itself.
This would provide increased assurance that ground beef products purchased for
Federal programs meet quality and safety standards. AMS officials agreed with
OIG’s findings and recommendations.
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Overseeing the National Organic Program

The public’s interest in environmental concerns and food produced with fewer pes-
ticides and chemicals has led to increased focus on USDA’s National Organic Pro-
gram. Over the past decade, the organic industry has grown between 14 and 21 per-
cent annually. In 2008, it sold more than $24.6 billion in agricultural products. Ad-
ministered by AMS, the National Organic Program is responsible for ensuring that
when consumers purchase foods labeled “USDA organic,” those foods meet uniform
standards.

Our recent audit of the National Organic Program found that program officials
need to improve their process for handling complaints and taking appropriate en-
forcement actions. For example, AMS did not take enforcement action against a
farming operation that marketed nonorganic mint under USDA’s organic label for
2 years. Other farming operations continued to improperly market their products as
organic while AMS considered enforcement action, which in some cases took as long
as 32 months.

Organic products must originate from farms or operations certified by agents ac-
credited by USDA. These certifying agents grant organic certification upon deter-
mining that an operation’s procedures comply with regulations. We found that AMS
did not ensure that its certifying agents consistently enforced the requirements of
the organic program so that products labeled as organic meet a uniform standard.
AMS officials agreed with OIG’s findings and recommendations.

OIG has also investigated criminal schemes to defraud the National Organic Pro-
gram. In February 2010, as a result of a joint investigation involving OIG agents,
the owner of an organic commodities company in Texas was sentenced to 24 months
imprisonment and ordered to pay $520,000 for falsely certifying that conventionally
grown crops (grain sorghum, beans) were organic.

Rehabilitating Aging Dams To Address Public Safety

Since the 1940s, the Natural Resources Conservation Service (NRCS) has assisted
in the construction of more than 11,000 dams, many of which have reached (or will
soon reach) the end of their planned design lives and need rehabilitation. Congress
appropriated over $159 million from fiscal years 2002 to 2007 to assist dam owners
in rehabilitating these structures, most of which are owned by local governments
and utilities.

Our 2009 audit found that instead of first coordinating with State dam agencies,
NRCS selected dams for assessment as they were volunteered by their owners, re-
gardless of the potential threat to life and property or their proximity to the end
of the planned design life. Six years after the program was initiated, NRCS had not
assessed 1,345 of 1,711 high-hazard dams (79 percent) and has spent $10.1 million
to assess and rehabilitate lower hazard dams. (The failure of a lower-hazard dam
is unlikely to result in loss of life.) NRCS lacks authority to compel owners to take
any particular action, even in the case of a dangerous high-hazard dam. NRCS offi-
cials agreed with OIG’s findings and recommendations.

OIG Investigations: Food Safety

OIG considers investigations involving food safety our highest priority due to the
potential impact on the health and well-being of the American public. In our food
safety investigations, we typically see various schemes such as product tampering,
adulteration, the falsification of documents, smuggling, and inhumane slaughter.
Within the last year, we completed a number of noteworthy food safety investiga-
tions as illustrated by the following two cases.

The first involves a Texas food company that schemed to defraud several Middle
Eastern food companies as well as the U.S. military, which relies on these compa-
nies to provide food to its troops in Iraq and Afghanistan. The owner of this food
company forged USDA export certificates and Halal certificates and directed his em-
ployees to wipe expiration dates off the products and stamp new dates on them. In
July 2009, the owner pled guilty to charges that he conspired to defraud the Govern-
ment. He was sentenced to serve 24 months in jail and ordered to pay $3.9 million
in restitution to the Federal Government.

The second significant OIG food safety investigation involved the seizure of smug-
gled duck and other meat/poultry products aboard cargo ships at Port Elizabeth,
New Jersey. The importer attempted to illegally bring the products into the United
States by not listing them on the ship’s manifest, thereby avoiding USDA inspec-
tion. A multi-agency investigation found that the food products originated from
China, which was prohibited from exporting poultry to the United States. The owner
of the American import company ultimately pled guilty to conspiracy in February
2010. To date, this investigation has resulted in Federal fines in excess of $6.7 mil-
lion being imposed on several companies and their owners.
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Animal Fighting Investigations

Animal fighting is a crime that has gained national attention recently due to sev-
eral high-profile investigations. OIG has been involved in investigating animal fight-
ing for several years because of the effect these activities have on animal health,
as well as human public health and safety concerns. The animals used in these ille-
gal activities can introduce diseases into the United States. Individuals partici-
pating in animal fighting operations are also often implicated in illegal activities in-
volving firearms, drugs, contraband, gambling and, in some instances, public corrup-
tion. In fiscal year 2009 and the first half of fiscal year 2010, our animal fighting
investigations resulted in 405 individuals being convicted and monetary results of
approximately $223,000.

An OIG investigation disclosed that the former sheriff in Luray, Virginia, was ac-
cepting campaign contributions to protect an illegal cockfighting and gambling oper-
ation at the local sportsman’s club. He was also using his position to conduct other
improper activities, such as misusing inmate labor for personal gain. Due to OIG’s
investigation, the sheriff resigned from his position and was ultimately sentenced
in December 2009 to 19 months imprisonment, 2 years of supervised release, for-
feiture of $75,000 to the Federal Government, and approximately $5,000 in other
monetary penalties. The sportsman’s club was also fined and several associated indi-
viduals received prison terms ranging up to 18 months.

GOAL 2: STRENGTHENING USDA’S PROGRAM INTEGRITY AND IMPROVING THE DELIVERY
OF BENEFITS

OIG has also completed a number of projects intended to ensure that USDA pro-
grams are reaching the people who most need and are eligible for program benefits.
These projects range from audits verifying the accuracy of payments made to farm-
ers to investigations resulting in the prosecution of individuals who defraud SNAP.

Determining the Accuracy of Financial Assistance to Peanut Producers

From 2002 through 2007, the Farm Service Agency (FSA) provided more than $1
billion in financial assistance to peanut producers. FSA determines how much as-
sistance is needed based on weekly average peanut prices published by the National
Agricultural Statistics Service (NASS). Even very small changes in peanut prices
can result in significant changes in the amount of assistance provided—a penny one
way or the other equals roughly $33 million a year. Our March 2009 audit found
that NASS’ peanut prices are not based on reliable market data. Since there is no
public commodity market for peanuts, NASS solicits price data from peanut buyers.
Their participation is voluntary and confidential by law, and NASS does not verify
the data they provide. Without mandatory and verifiable price reporting, FSA has
no assurance that its program payment rates depending on NASS’ published prices
correspond to a true market price. FSA officials generally agreed with OIG’s rec-
ommendations.

Improving USDA’s 2008 Disaster Relief Response

The Disaster Relief and Recovery Supplemental Appropriations Act of 2008 pro-
vided USDA with extensive supplemental funding for disaster relief assistance to
individuals and communities affected by the hurricanes and flooding in the Midwest
and South (primarily) that year. Due to the efforts of this subcommittee and your
counterparts in the House, the Act provided OIG with $5 million in supplemental
no-year funding for oversight of the Department’s emergency relief activities.

Our disaster relief oversight program has focused on whether USDA agencies
have implemented the internal control improvements regarding emergency benefits
that OIG recommended after assessing their response to the 2005 Gulf Coast hurri-
canes. That experience demonstrated that management controls regarding emer-
gency assistance eligibility and program oversight are vital to prevent the waste or
misuse of USDA disaster funding. OIG’s audit program for USDA disaster relief ac-
tivities programs is assessing the Department’s short-term emergency relief assist-
ance and its longer-term rebuilding efforts. We are currently reviewing aspects of
USDA 2008 disaster relief operations, such as the Emergency Watershed Protection
Program and the Emergency Conservation Program.

Ensuring That All Farm Loan Recipients Are Treated Fairly

A provision in the 2008 farm bill required OIG to review how FSA was processing
foreclosures to “socially disadvantaged” farmers (i.e., women and minorities) to en-
sure that all loan recipients were being treated fairly and in conformity with the
law. By analyzing FSA’s actions at critical points in the foreclosure process, we
found that FSA generally followed its established process in servicing and fore-
closing loans to socially disadvantaged borrowers and that the agency’s decisions
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conformed to applicable laws and regulations. We did find a few instances where
FSA did not technically conform to prescribed timeframes for some policies and pro-
cedures; however, there was no statistically significant difference between how so-
cially disadvantaged borrowers were treated compared to the rest of the population.

OIG Investigations: USDA Benefit and Farm Programs

Ensuring the integrity of benefits provided by USDA programs is the hallmark
of the investigative work we do. OIG investigations of criminal activity in USDA’s
nutrition assistance programs resulted in 250 convictions and over $44 million in
monetary results in fiscal year 2009. I would like to highlight for the subcommittee
several noteworthy OIG investigations regarding USDA benefit programs that
achieved significant sentencings and/or restitution orders in fiscal year 2009.

—An Illinois store owner and employee conspired with at least five additional re-
tail grocery stores to illegally exchange SNAP benefits for cash. Together, the
owner and his employee were sentenced to 83 months of incarceration and or-
dered to pay $6.3 million in restitution to USDA.

—An Oklahoma entity receiving Child and Adult Care Food Program benefits
made false statements and claims on monthly meal reimbursement records to
fraudulently obtain additional meal reimbursements. The director was sen-
tenced to 41 months imprisonment and ordered to pay $1.6 million restitution
to the U.S. Government.

—Kentucky business owners fraudulently used the same collateral to secure two
bank loans guaranteed by USDA’s Rural Business Cooperative Service. In Feb-
ruary 2009, the owners pled guilty to bank fraud, wire fraud, and money laun-
dering and were sentenced to 27 months and 30 months imprisonment, respec-
tively. They were ordered to pay $4.5 million in restitution to USDA and two
other entities.

In fiscal year 2009, OIG also completed several investigations into fraudulent ac-
tivities involving FSA and Risk Management Agency (RMA) programs. These are
some of the most complex investigations we conduct, as they often involve large
monetary amounts and voluminous documentation. In this area, OIG found that:

—A Florida farming entity received over $1 million in fraudulent crop insurance
payments. The OIG investigation resulted in the corporation being ordered in
March 2009 to pay $1.1 million in restitution to USDA. The farmer was ordered
féo pay in excess of $460,000 in taxes and penalties to the Internal Revenue

ervice.

—A Missouri farmer made false statements to obtain loans, convert collateral, and
commit bank fraud. In September 2009, the farmer pled guilty to all charges
and was sentenced to 9 months incarceration and ordered to pay $550,000 to
the Federal Government.

GOAL 3: OIG WORK IN SUPPORT OF USDA’S MANAGEMENT IMPROVEMENT INITIATIVES

OIG continuously monitors risks to USDA programs to assist the Department in
identifying and correcting programmatic concerns, and to improve overall Depart-
ment management.

Enhancing the Integrity of the Federal Crop Insurance Program

RMA oversees private companies that sell crop insurance policies to American
farmers. The total liability for this insurance has increased markedly in recent
years—from 2005 to 2009, total liability increased from $35 billion to approximately
$91 billion. OIG found that RMA needs to take a number of steps to strengthen its
oversight of this industry. Above all, it needs a comprehensive, systematic, and well-
defined strategy for improving the integrity of the crop insurance program, includ-
ing a strategy that coordinates the various activities being conducted by the dif-
ferent RMA divisions. In order to use RMA’s limited compliance resources as effec-
tively as possible, the strategy should focus those resources on program
vulnerabilities, which we recommended RMA determine by performing a risk assess-
ment. We identified steps RMA can take to strengthen its oversight of the crop in-
surance companies that are responsible for much of the day-to-day operations of the
program. Such steps include improving the agency’s review of large insurance
claims and holding the private insurance companies responsible when RMA finds
that they made errors while processing claims. We continue to work with RMA offi-
cials on corrective actions to address OIG’s recommendations.

Strengthening the Security of USDA Information Technology

Over the last decade, USDA has improved its information technology (IT) security,
but many longstanding weaknesses remain. In 2009, the Department implemented
its Cyber Security Assessment and Management System to provide it with current
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agency security information and enhance the Department’s oversight capabilities.
USDA still needs to take steps to address a number of security weakness, such as
developing a Department-wide plan for addressing IT security vulnerabilities, up-
dating software, addressing vulnerabilities, deploying both encryption and the Fed-
eral Desktop Core Configuration, and using standard security settings. With such
a large and diverse Department, ensuring that all agencies comply with these stand-
ards will take time and resources. The Office of the Chief Information Officer is con-
tinuing to work towards these goals.

Financial Statements for Fiscal Years 2008 and 2009

Pursuant to the Chief Financial Officers Act of 1990 and OMB guidance, Federal
OIGs are responsible for annual audits of departmental and agency financial state-
ments to obtain reasonable assurance that the financial statements are free of mate-
rial misstatements. USDA’s fiscal year 2008 and 2009 consolidated financial state-
ments received an unqualified opinion, as did the fiscal year 2008 and 2009 finan-
cial statements for five other USDA entities.3

OIG Investigations

In order to promote integrity of departmental operations and activities, OIG has
responsibility to investigate incidents of severe misconduct and potential criminal
activity by USDA personnel. The following OIG investigations involving former
USDA personnel resulted in sentencings in fiscal year 2009:

—A former FS employee in Wisconsin was found to have misused purchase card

convenience checks and misappropriated almost $320,000 over a 4-year period.
In May 2009, she was sentenced to 12 months incarceration and ordered to pay
$320,000 in restitution to the Federal Government.

—In December 2009, a former FSIS employee was sentenced in the Southern Dis-
trict of Mississippi to 11 months in prison and 3 years of probation for threat-
ening and pointing an assault rifle at OIG agents. OIG agents had been sent
to interview the former employee after he made threatening phone calls to the
FSIS Regional Director. The individual pled guilty to one count of assaulting,
resisting, or impeding Federal employees.

GOAL 4: IMPROVING USDA’S STEWARDSHIP OF NATURAL RESOURCES

USDA provides leadership to help America’s private landowners and managers
conserve their soil, water, and other natural resources. Our goal in auditing these
activities is to increase the efficiency and effectiveness with which USDA exercises
stewardship over natural resources.

Encouraging Farmers and Ranchers To Become Good Stewards of the Land

NRCS’ Conservation Security Program (CSP) provides financial assistance to pro-
ducers who meet the very highest standards of conservation and environmental
management. OIG assessed NRCS’ CSP administration for one fiscal year in which
the agency was authorized $259 million in financial assistance for prior year con-
tracts and new signups for conservation practices, as well as technical assistance
to develop conservation plans. Of the approximately 4,400 contracts for the new
signups with first year payments totaling $51 million, we sampled 75 contracts that
totaled $11.8 million. We found that half (38 of 75) were given to participants who
did not qualify for the program. NRCS relied on applicants to provide accurate infor-
mation, but did not confirm key information that would help verify producer quali-
fications. Agency officials agreed with OIG’s recommendations and we continue to
work with NRCS on appropriate corrective actions.

Forest Service

Employing approximately 30,000 employees and overseeing 193 million acres com-
prising 175 National Forests and Grasslands, the U.S. Forest Service (FS) is the
largest USDA agency. In fiscal year 2008, FS spent more than $5.8 billion managing
and protecting America’s natural resources. Because FS is an extremely decentral-
ized agency that has a history of weak internal controls, OIG devotes a significant
percentage of its resources to overseeing its operations. The following are brief de-
scriptions of several of our more noteworthy oversight reviews pertaining to FS op-
erations.

3Rural Development, Commodity Credit Corporation, F'S, Food and Nutrition Service, and
Federal Crop Insurance Corporation. NRCS received a disclaimer of opinion, but this did not
change the opinion for the consolidated statements.
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Purchasing and Maintaining the Aircraft FS Needs To Fight Fires

We reviewed FS’ plans for purchasing new aircraft for its firefighting program,
and found that FS did not present the best case possible to justify buying new air-
craft. With an average age of more than 50 years, more than half of the 44
airtankers available under contract in 2004 were grounded for safety concerns. By
2012 the remaining 19 airtankers will begin to be either too expensive to maintain
or no longer airworthy. FS will probably have to purchase replacement aircraft—
at a cost of up to $2.5 billion—rather than lease airtankers, as it has done in the
past. FS agreed with our recommendations to: (1) collect current aviation perform-
ance data to determine how new aircraft will improve its firefighting performance;
(2) use aviation firefighting performance measures that directly demonstrate the
cost impact of its aging airtanker fleet; and (3) formally establish an integrated
team to take charge of developing the agency’s budget document.

Improving How FS Uses Contracted Labor Crews To Fight Fires

Since F'S relies on contractors to fulfill many of its firefighting responsibilities, we
assessed how effectively and efficiently F'S is deploying these resources. We found
that FS needs to analyze its mobilization data from previous seasons to identify
trends in how firefighting labor crews are used in conjunction with other resources
(i.e., aircraft operations, fire engine crews). Analyzing this data would greatly im-
prove FS’ ability to identify more effective deployment strategies, especially during
severe fire seasons when FS’ resources are most taxed. We continue to work with
F'S to obtain agreement on the corrective actions.

Evaluating How FS Plans To Replace Its Critical Personnel as They Retire

FS could face a significant shortage of qualified firefighters as its workforce ages
and firefighters face mandatory retirement. As of 2009, approximately 26 percent
of FS’ critical firefighters were eligible to retire. Unless adequate replacements are
available, the nation could face losses to its natural resources and firefighters could
be at increased risk of harm. We concluded that FS has not taken the necessary
steps to ensure it has a sufficient number of qualified staff to meet its future
wildland fire management responsibilities. FS officials agreed with OIG’s findings
and recommendations.

OIG INVESTIGATIONS

In the case of each fatality of an officer or employee of the FS that occurs by a
wildfire entrapment or burnover, OIG is required by law to conduct an independent
investigation.4 Thus, when five F'S firefighters fighting the Esperanza Fire died due
to a burnover in October 2006, OIG investigated the circumstances of their deaths.
Our investigation found that there was no evidence of any criminal wrongdoing in-
volved in the accident.

OIG’s Wildland Fire Investigation Team will continue to work with F'S to ensure
that there is transparency and established procedures for handling future investiga-
tions of this sort.

OIG’S FISCAL YEAR 2011 BUDGET REQUEST

Before concluding, I would like to address key elements of the President’s fiscal
year 2011 budget request for OIG. We are very grateful for the support of the ad-
ministration and of the Congress particularly the Members of this subcommittee—
during this budget process. Your ongoing support and interest in our work has en-
abled us to consistently provide constructive oversight for a wide array of USDA’s
extensive programs and operations.

Over the last 5 fiscal years, the total appropriation available for OIG was approxi-
mately $413 million. The potential dollar impact of OIG’s audits and investigations
for this same period was $1.36 billion, resulting in cost savings and recoveries of
approximately $3.29 for every dollar invested in our oversight work.

We respectfully ask that you support the President’s fiscal year 2011 request of
$90.3 million for OIG. This appropriation would be an increase of $1.6 million over
our fiscal year 2010 level and would provide:

—$1 million for 2011 mandatory pay costs;

—$162,000 to support investigator training, which includes required Federal law
enforcement training, training peer counselors for Critical Incident Stress Man-
agement, and continuing legal training to maintain the current professional
standards set for OIG staff;

47 U.S.C. 2270(b).
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—$394,000 to support the Council oflnspectors General on Integrity and Effi-

ciency (CIGIE, or the Council).

Pay cost increases are needed to maintain current staffing levels to enable OIG
to carry out important oversight work in areas such as food safety, program integ-
rity, and departmental management. Approximately 86 percent of OIG’s budget is
dedicated to personnel compensation. The remaining 14 percent is expended for con-
tract services and rental fees (7 percent); travel (5 percent); and supplies, equip-
ment, and telecommunications (2 percent). This leaves very limited flexibility to OIG
managers to absorb mandatory pay increases.

The President’s request provides funds to support CIGIE, which is an organiza-
tion of 69 Federal IGs established by the Congress via the IG Reform Act of 2008.5
As authorized by the Congress, the Council’s mission is to address integrity, econ-
omy, and effectiveness issues that transcend individual agencies and increase the
professionalism of the IG workforce. USDA OIG is a member of the Council and
serves as its first elected Chair. To fund CIGIE’s activities and responsibilities and
fulfill its legislative mission under the IG Reform Act, the administration has in-
cluded $394,000 in the budgets of 15 OIGs, including USDA OIG. Your support for
this request is essential to funding this newly established Council.

We would be pleased to provide the subcommittee’s Members and staff with any
additional information you may require to fully consider the President’s fiscal year
2011 budget request for our office.

This concludes my written statement. I want to again thank the Chair and Rank-
ing Member for the opportunity to submit testimony for your consideration.

Senator KOHL. Thank you very much for that fine statement.
DAIRY FARMERS

Mr. Secretary, last year dairy farmers in my State of Wisconsin,
and as well as all around the Nation, experienced the worst down-
fall in prices in history, as you know. We were able to provide some
direct assistance to dairy farmers in our bill last year. Can you
please update us on what USDA has done to implement the assist-
ance we provided, other things you have done to stabilize the dairy
sector, as well as your outlook for the coming year?

Secretary VILSACK. Mr. Chairman, the dairy outlook is, I think,
much better than it was last year when we were faced with record
low prices. There has been a slight rebound in prices, and our hope
is that that will continue.

We took aggressive steps last year, in the form of increasing
price support, encouraging an expansion of the Dairy Export Incen-
tive Program to spur exports and to allow us to be more competi-
tive. We focused on, as you know, rapidly implementing the sup-
port and assistance that Congress provided at the tail end of the
year, distributing roughly $270 million of the $290 million in cash,
that was provided by Congress in the appropriation to farmers,
pursuant to a formula that tried to mirror the MILC payment
structure, with a few modifications to ensure an equitable distribu-
tion of those resources among all dairy farmers. The balance of the
$350 million has been used in purchasing cheese, in an effort to
make sure that all of the dairy farmers throughout the country
have been helped and assisted through this effort.

I think it’s fair to say that we got the resources out, and in a
relatively quick period of time. The cheese purchases have recently
been concluded. And so, at this point, we have eliminated or uti-
lized all of the resources that Congress has provided, with the ex-
ception of the small percentage of the cash payments to make sure

5Public Law 110-409.
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that, if we made a mistake on a MILC calculation or payment cal-
culation, that we can correct that mistake.
Senator KOHL. Thank you Mr. Secretary.

WIC ARRA FUNDS

The American Recovery and Reinvestment Act of 2009 provided
funding to support increased WIC participation. According to this
budget, not all of this funding has been yet allocated. Will you use
your transfer authority to obligate any of the remaining funds from
the Recovery Act for other nutrition programs, or will these funds
be returned to the Treasury?

Secretary VILSACK. Mr. Chairman, we are watching very care-
fully the resources provided under the Recovery Act, in terms of
nutrition assistance. We are hopeful that we are making the right
set of decisions.

I will say that with SNAP we’ve seen a rather dramatic increase
in the numbers. We haven’t necessarily seen that same cor-
responding increase in some of the other programs. And we are
working with States to make sure that, with the tough budget situ-
ations that States face, that they aren’t reducing their administra-
tive assistance and help to get the information out about these pro-
grams. So, we are cautious about transferring resources from one
program to another until we are confident that the trends we’re
seeing in SNAP are not all of a sudden going to be recognized in
WIC or some of the other programs.

Obviously, our goal is to make sure that we do as much as we
possibly can with this nutrition assistance. And the reason for it
is not just to make sure that people have adequate resources to buy
groceries, but also the economic stimulus that these items rep-
resent. For every dollar we spend in the SNAP program, for exam-
ple, we know there’s $1.84 in economic activity. We know it has
helped to retain jobs in grocery stores and trucking facilities and
processing facilities around the country. So, we’re going to be very
careful about how we manage these resources. Our budget does re-
quest additional resources for WIC; it does focus on additional re-
sources for breastfeeding, because we know that that leads to a
healthier start for our youngsters. We will continue to monitor this.

WIC BUDGET

Senator KOHL. Just to follow on, the budget includes, as you
know, a big increase for the WIC program, because this program,
as you know, is volatile, as well as essential. Do you believe the
budget is sufficient to cover the demand for the WIC program,
given the recent history of unforeseen food costs, as well as other
problems?

Secretary VILSACK. I do, Mr. Chair, in part because the rather
dramatic increases we’ve seen in food costs are not being reflected
in the numbers we’re seeing for food increases this year. There has
been a moderation of those increases, number one. On the other
hand, we changed the WIC package to include more nutritious
choices and options. And so, we’re obviously focused on making
sure that we keep an eye on the cost of the package, because we
want to encourage more nutrition.
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Frankly, what we’re also focusing on is expanding the 27 States
that are making electronic benefit transfer cards available to WIC
participants. We see this as a way of encouraging participation and
making it easier on families to be able to utilize these resources in
an effective way without having any stigma attached to it.

Today, 50 percent of America’s infants are engaged in the WIC
program. So, it is obviously a very important program for the nutri-
tional need of America’s children.

Senator KOHL. Can you say that again? Fifty percent——

Secretary VILSACK. Yes sir.

Senator KOHL [continuing]. Of America’s children?

Secretary VILSACK. Infants, the infants——

Senator KOHL. Yes.

Secretary VILSACK [continuing]. Fifty percent of the infants born
in the United States are in the program.

SNAP STATE ADMINISTRATIVE EXPENSES

Senator KOHL. Okay. Mr. Secretary, as you are aware, Congress
recently approved additional funding to cover the costs of State ad-
ministrative expenses for the SNAP program. Because of budget
constraints, some States have chosen to use these funds for other
programs. I outlined this problem to you in a recent letter signed
by the ranking member and myself. What is the Department doing
to make sure that these funds are only being used for SNAP? Are
there any repercussions to States for using these funds on other
programs?

Secretary VILSACK. Mr. Chairman, I had the opportunity to visit,
informally, with a number of the Nation’s Governors during the re-
cent National Governors Association meeting here in Washington,
to reinforce the message that we are here to help, but we want to
make sure our help is focused and directed in the proper manner.
We have also recently sent correspondence to the Nation’s Gov-
ernors on the important role that SNAP is playing, and on making
sure that, despite the difficult choices that they have to make, that
they don’t misuse these resources. And we are keeping an eye on
it.

We are focused on a couple of States, in particular, who have had
some significant difficulties with the administration of the SNAP
program. Decisions that were made to outsource some of the ad-
ministrative activities have not done as well as they had antici-
pated. And so, we are working with those States to make sure that
they are focused.

We're also focused on States where the participation rate has
been less than, I would say, optimal. There are States that, still
today, 50 percent of those who qualify for SNAP are not partici-
pating. So, we’re encouraging and trying to incent, recognizing the
difficulties and circumstances that Governors face. Having been in
that situation for 8 years in Iowa, 6 of the 8 years, while Governor
I had less money than I had the year before. So I am somewhat
sympathetic, but understand our responsibility is to make sure
those resources are used appropriately.

Senator KOHL. Did you say there are States that are eligible for
SNAP, but they don’t participate?
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Secretary VILSACK. Well, they participate, but they don’t actively
and aggressively promote the program. So, as a result, in a number
of States, a little over 50 percent of the people who are eligible to
participate in SNAP are, in fact, participating. It’s one of the rea-
sons why we're constantly looking for ways in which we can assist
folks with categorial eligibility.

In our budget proposal, we're taking a look at the asset tests.
We'’re taking a look at extending some of the provisions of the Re-
covery Act that are working pretty well to provide that floor, that
nutritional floor that SNAP and the nutrition assistance programs
provide. We have seen an increase, obviously, in the numbers in
SNAP. We now have more than 38 million Americans participating
in the program. But, if all of America participated, I think you
would see even more significant numbers.

Senator KOHL. Thank you.

Senator Brownback.

Senator BROWNBACK. Thank you, Mr. Chairman.

ETHANOL

There have been proposals kicking around on the Hill to up the
percentage of ethanol in some of the fuel mixtures from 10 percent
to 15 percent. I don’t know of a better way to move up ethanol than
do something like that. Is there—has the agency been able to look
at that, or weigh in on that debate, Secretary?

Secretary VILSACK. Senator, we have. As you probably know, the
EPA is currently considering adjusting the E10 rate to as much as
E15. They are in the process of working with the Department of
Energy in a series of tests that are being conducted on a variety
of engines. I believe that there’s an indication that, in the later-
model vehicles, E15 would work without significant problems. In
some of the older vehicles it may be a little bit more difficult. And
so, they're trying to figure out precisely where that cutoff point is.

Second, when we put together the Biofuels Task Force report,
recognizing that we wanted to make sure that this industry was a
national industry and not necessarily a regional industry, we recog-
nized that there were some deficiencies in our strategy. One defi-
ciency was that there really wasn’t adequate distribution, and
that’s why it’s important, I think, for us to set up regional efforts
so that we can have regional distribution systems so that this fuel
doesn’t have to travel long distances to get to where it can be used.

Second, we saw an overlapping of our research efforts. Depart-
ment of Energy was focused on what really wasn’t its core com-
petency, and we were focused on things that weren’t our core com-
petency at USDA. So, we have separated the research responsibil-
ities, with USDA focused on feedstocks, Department of Energy fo-
cused on conversion efficiency. We're also looking at ways in which
we can focus on the near term, things that could be implemented
within the next 10 years, with the Department of Energy looking
at more of the longer-term attitude.

So, there is a comprehensive look at this, and we are going to
work as hard as we possibly can to get to that 36-billion-gallon
threshold that you all have set.

Senator BROWNBACK. When—is EPA going to make a ruling on
this sometime fairly soon, or
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Secretary VILSACK. I think that they are waiting on a completion
of the Department of Energy testing. The last time I checked, there
was still some testing to be done on some of the older vehicles. I
would anticipate and hope that we would see this relatively soon.
I think we got positive news, from a ethanol and biofuel industry
standpoint, with the RFS2, reflecting that virtually—the corn-
based ethanol and biodiesel would be able to qualify under the new
RFS2.

So, we're moving aggressively forward. We're looking at ways in
which we can use both Recovery money and our regular program
money to encourage this distribution system for biorefineries. We're
trying to accelerate the energy title of the farm bill provisions so
we can make the resources available to really jumpstart this indus-
try. We see this as a critical component, as I said earlier, a critical
pillar to a new revitalized rural economy. And we absolutely need
this, Senator. We need this and a lot more. And we need, I believe,
a regional approach, in terms of how we invest these resources so
we get the biggest bang for the buck.

Senator BROWNBACK. Well, I'd sure urge you to put your shoul-
der in on this—on the EPA, on that percentage, because I don’t
know anything that could quicker move us up than a move like
that would. And your voice, and your strength on this, and your
speaking for rural America, could be a key piece of that, if you can.

METHANE RESEARCH

Also, we are having difficulties—some people are looking at
methane within livestock operations. It—I think it would be a
worthwhile thing for the Department to invest in methane-to-elec-
tricity research—collection-gathering type of systems. They have
them in dairies—in confined dairies. They aren’t, off of large cattle
operations, because of the collection and the dirt that’s involved in
it, instead of a confined facility.

We need help in that field. If—in your electricity—or, excuse me,
when you're looking at the biofuels sector, if you can see—that
piece of it would be very helpful, as well.

Secretary VILSACK. I'd say a couple things in response to that
comment, Senator. First, one of the reasons we wanted to focus our
competitive research dollars was to be able to advance areas that
had great significance so that our National Institute of Food and
Agriculture would become the equivalent of the National Institutes
of Health, in terms of its ability to leverage additional resources.
One of the areas we think we should be leveraging more dollars
competitively is in this energy area.

Second, we entered into a memorandum of understanding with
the dairy industry. The dairy industry and the retail community
have combined together to commit to reducing their carbon foot-
print by a significant amount, and one strategy for doing that is
expanded use of digesters. And so, we are in the process of working
with the dairy industry to figure out how we can use our grant pro-
grams more effectively to allow dairy operations to utilize this di-
gester capacity. The problem there is that the smaller dairies are
often not included because it’s cost prohibitive. So, how can we help
those smaller dairies?
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And then, finally, I have been and I have seen farms—hog oper-
ations, in particular—where there has been a rather phenomenal
thing taking place, in terms of large hog operations essentially con-
verting the methane produced in their pit to electricity, and doing
it with solar-powered technology. It’s happening in North Carolina,
and it’s happening in a number of other parts of the country.

Senator BROWNBACK. We need some help with that in the large
feed-yard cattle operations. It’s just a different setting, it’s not
a_

Secretary VILSACK. Right.

Senator BROWNBACK [continuing]. Confined unit. And yet, as you
might guess, the methane production is fairly substantial with it.
So, you’d—it’s something to watch.

AGRICULTURE EXPO

Just a final thought would be—I'm a big person that, if you show
people or if you provide an opportunity for people to see something,
they really—their imagination catches on and things start to hap-
pen. I've pushed, for some time, that we would a new products expo
where you would—the USDA—maybe USDA, with Department of
Energy, or with NREL—would host a “bring your latest gismo out
of what you're doing with agriculture renewable products.” Maybe
it’s like a Detroit auto show, where you—the latest and greatest
comes out, and maybe you want to host it in a great Midwestern
city of—like, Kansas City, maybe, or something like that. I don’t
know what—the Kansas side of Kansas City—but, you know, in
that area anyway. But, I think you would really get a lot of inter-
est. And I think you’d—there’d be a lot of people looking at it. Just
as these things—they start to tend to tell people a different nar-
rative of what future that can be different. And I think it also helps
attract human capital into our industry, which is at the root of
what we need to do. We need to attract more people into the indus-
try. And to do that, you’ve got to sell some excitement with it. And
I think these things can be very exciting. So, I hope you’d consider
doing that.

Secretary VILSACK. Positive suggestion. I won’t commit to the
Kansas part of it, because I've got a Wisconsin chair, I've got a Mis-
souri friend, Mississippi probably could make a case for it, and I
know—Senator Harkin’s not here, and I'm sure he’d be—his inter-
est would be piqued in having it in Des Moines. Mine would be,
too, frankly.

Senator BROWNBACK. Thanks, Secretary.

Senator KoHL. Thank you, Senator Brownback.

Senator Bond.

Senator BOND. Thank you, Mr. Chairman.

And thank you, Mr. Secretary. I agree with my friend from Kan-
sas. You ought to go to an ag show. It just so happens that the
Danforth Plant Science Center, the NIDUS Center, which is com-
ing up with all of these wonderful ag developments, has their an-
nual ag show—it’s an international ag show—the last week in May.
And I hope that you will be there, because they are doing tremen-
dous things, particularly in biofuels. And I would be—be happy to
provide you information, if some of your staff wants to attend. And
my colleagues are welcome to come, too.
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I would agree strongly with what the Senator from Kansas said
about ag development. We found—as a result of requests from the
president of Afghanistan, and our commanding general at the time,
now Ambassador Eikenberry—that providing agricultural tools can
totally switch around the area. The State Department was unable
to send ag development specialists, but the Missouri National
Guard went with ag specialists, working with a land grant col-
lege—in 1 year they brought reasonably modern ag practices that
were much more productive and lucrative than poppy farming—
and poppy production in Nangarhar, in 1 year, went from the sec-
ond highest in the Nation to almost zero. And there are now at
least 10 other States, backed up by land grant colleges—they can
provide a very valuable resource in what—Secretary Clinton and I
strongly believe smart power is the only way to establish stability
in many of these countries. So, that is an area where the USDA
can help.

I commend you and thank you for the significant increase to
$425 million for competitive grants through ag and food research.
I think NIFA has—is developing wonderful things for improving
nutrition, making much greater availability of food for a growing
population, lessening the use of chemical pesticides, and improving
agricultural energy.

But, one of the problems we see in the developing area is biotech.
Many of the experts in the area say, “This is a tremendous indus-
try, but it’s being strangled by regulation.” And right now, we’ve
seen roundup-ready alfalfa—been 3 years since the court order.
They go back for an EIS. It’s likely going to be 4 years before they
get a final EIS. So, this has been tested, tested, and retested. And
in order for farmers and consumers to realize the benefits of
agrobiotechnology, it’s essential the USDA continue to implement
a timely—a science-based, but timely approval process.

I'd like to hear your thoughts on that; and if there are things
that we can do legislatively to help you clear away the underbrush
so we can bring these new products to market, I would be very
hap(rl)y to join with my colleagues to provide you all the help you
need.

AFGHANISTAN AGRICULTURE

Secretary VILSACK. Senator, first of all just a brief comment
about Afghanistan. I went to Afghanistan in January to visit with
64 USDA workers who were over there working with National
Guard troops, as you mentioned, and with the Afghan farmers. And
I agree with you

Senator BOND. Oh, it’s——

Secretary VILSACK [continuing]. There is

Senator BOND [continuing]. Huge.

Secretary VILSACK [continuing]. A tremendous opportunity. The
Afghan Agriculture Minister is a person, I think, of good integrity.
He’s got a framework in place focused on increasing agriculture
productivity, regenerating agribusiness in Afghanistan, making
sure the natural resources are protected, and change management
to his own operation. There’s a lot of work yet to be done there,
but I think you're going to continue to see——

Senator BOND. Okay.
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Secretary VILSACK [continuing]. A USDA presence there.
BIOTECHNOLOGY

As it relates to biotechnology, let me, first of all, say that, when
I came into office, I was confronted with an inspector general’s re-
port suggesting that the Department did not have a strategy for
promoting biotechnology, not only within the United States, but
around the world.

Senator BOND. Right.

Secretary VILSACK. We have spent the last 7 or 8 months focus-
ing on developing such a strategy, that includes continued pro-
motion of a science-based and rules-based system; using public di-
plomacy, pointing out the benefits of biotechnology, in terms of its
capacity to increase productivity, less reliance on natural resources,
and on chemicals and protection of the environment. So, we’re in
the process now of implementing that strategy.

We are also focused on our own rulemaking process, which we
began a number of years ago, in this effort. We got quite a bit of
comments from people from all parts of the spectrum.

NUTRITION GUIDELINES

Senator BOND. Mr. Secretary, [—time’s running out. I just want
to add one final thought. I support the First Lady’s Let’s Move
campaign, but as one who shops in a rural grocery store and sees
people going through with food stamps for the SNAP program, with
obese children and parents, and baskets full of empty-calorie food,
have you thought about implementing the same kind of guidelines
you have for WIC, school lunch, to SNAP to say that you have to
use it to buy milk, fruits, vegetables?

Secretary VILSACK. Senator, we have looked at this. The com-
plexity is in the fact that there are now, on average, 50,000 dif-
ferent items in a grocery store. And using the technology to be able
to adjust the EBT card makes it difficult to do what you’ve asked
to be done.

What we are looking at is creating a set of incentives. We have
a program now in which we are encouraging States to look at
point-of-sale incentives, where, instead of a dollar being credited to
your EBT card for vegetables and fruit purchases, the grocer would
get the dollar, but you, the person with the card, would only be
charged 80 cents. So, that would extend their card a bit, as a way
of encouraging and incenting fruits and vegetable purchases. We're
going to see. We've got about $20 million of incentive grants for pi-
lots, to see how this is going to work, if it’s going to work. And
that’s how we’re approaching it right now.

I will say our principal focus this year on fruits and vegetables
is trying to make sure that we get more of them in our school lunch
and school breakfast programs.

Senator BOND. Thank you very much, Mr. Secretary.

I thank you, Mr. Chairman, and apologize for running over.

Senator KOHL. Thank you very much, Senator Bond.

Senator Cochran.

Senator COCHRAN. Mr. Chairman, thank you very much. I appre-
ciate your leadership of this subcommittee.
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And, Mr. Secretary, welcome. We appreciate your dedicated serv-
ice as Secretary of Agriculture. I know you have a couple of hot-
button issues in our State, we’ve always got one or two. Don’t want
you to get bored in your job.

FARMERS LAWSUITS

One of these is the implementation of judgment in the minority
farmers lawsuit, which had been pending for some years. There is
now a directive that funds be paid to those who were shown to
have been discriminated against in the administration of Depart-
ment of Agriculture programs over a period of years. I wonder if
you could just give us a status report on what the administration
1s doing to settle these claims, and what the outlook is. What’s the
request, if any, for specific settlement payments in this bill?

Secretary VILSACK. Senator, thank you for asking that question.
When I came into office, on a bipartisan basis, the former Agri-
culture Secretaries that I talked to encouraged me to focus time
and attention and resources on trying to get these cases settled. As
you know, there are cases involving Black farmers, women farmers,
Hispanic farmers, and Native American farmers. They are all dif-
ferent, in terms of where they are in the court process.

The Pigford case, which is the Black farmer case, was probably
the most mature case. We had a class-action certification. We had
had a settlement of the case. Late filers came in. Congress essen-
tially, in the farm bill, reopened this matter, but did not put suffi-
cient resources to actually get it settled. I encouraged the President
and the administration to fix a dollar amount that would actually
be real, which they did. The President submitted in his budget last
year, and has submitted in a recent supplemental request, $1.25
billion that would be distributed in somewhat the same way that
the first tranche of resources were distributed.

You’d have two tracks, a speedy track, which would require less
proof of claim, but a lower dollar amount that you would be enti-
tled to, with debt relief; and a more complicated track, that would
allow you to get up to $250,000. That process requires Congress to
appropriate the resource. We’ve made the request, and we’re going
to continue to work with Congress to make sure that that is fol-
lowed through, and hopefully done by the end of this month.

The other cases, we have encouraged the Department of Justice,
and it has responded, to begin the process of discussing negotia-
tions. In the Keepseagle case, which is the Native American case,
there are numbers being discussed. There’s a fairly wide gap be-
tween the parties at this point, but we’re continuing to have con-
versations to narrow that gap. In the other two cases, the Love and
Garcia case, we're in the process now. They are complicated be-
cause they’re not yet certified as class action, so, in a sense, they're
individual cases, tens of thousands of individual cases.

Candidly, to get these cases settled, in my view, one of two
things has to happen. Either there has to be an understanding and
agreement on a dollar amount that lawyers representing an ade-
quate number of plaintiffs will agree with the Department of Jus-
tice on, or Congress has to essentially direct a process for USDA
to go through for a rapid evaluation of the claims so that we’d get
a sense of what the potential liability could be in those other three
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cases. We are very committed to trying to get these cases settled
and closing this rather sordid chapter of USDA history.

Senator COCHRAN. Well, we appreciate your insights and sharing
with us the status of these programs, and your efforts to help re-
solve this in a fair way, and one that’s consistent with the judg-
ments of the courts that have rendered decisions on that subject.

FOREIGN CATFISH

In our State, we have been advised, by some of our aquaculture
catfish farmer constituents, that the Department hasn’t been doing
much to support them in their effort to get inspection of foreign
fish that are imported into the country, some of it labeled as if it’s
catfish from Mississippi—it doesn’t say “Mississippi,” but it bor-
rows the name—and in other ways is making it difficult to com-
pete, because theyre not going through the inspection processes
and other safeguards that are required of our domestic producers.
And so, we’ve got a problem there. And folks are not only angry
about it, but they’re going out of business.

I drove through the delta the other day and noticed some bull-
dozers just pushing down the impoundments, and I found out that
that person, the landowner involved, is going to try to make money
growing soybeans again. And maybe that’s, you know, a good deci-
sion, based on the fact that we do have this difficult competitive
situation.

What is the status of implementation of the inspection programs
for foreign fish coming in? And do you have any encouragement
that I can pass on to my fish farmers down in Mississippi?

Secretary VILSACK. Senator, again, thanks for asking that ques-
tion. One of the things that I've tried to do as Secretary is occasion-
ally walk down the various long hallways at the USDA building
and pop into someone’s office and just sit down and find out what
they’re up to. Not long ago, I happened into the office of the fellows
who are working on the catfish regulations, and over the next 45
minutes, I found out how complicated this issue is.

First, we had to determine the intent of Congress, from the legis-
lation that was passed, as to whether or not Congress intended a
narrow definition or an expansive definition. There are 39 different
varieties of catfish, I found out from my brief visit with those fel-
lows. And they are, as you indicated, raised in a number of parts
of the world in different conditions and circumstances.

Following that conversation, we did put together a rule, and we
submitted that to OMB. And at the current time, that is where the
process is. OMB is in the process of reviewing that rule. So, we
have made our determination as to what we think is appropriate,
but, in light of the process that we have to follow, folks have to
sign off on that. We're encouraging OMB to do that as quickly as
possible.

We recognize this is a complicated circumstance, because you've
got safety issues, you've got consumer information issues, you've
got the economic development capacities of folks who are raising
these fish in America. You also, obviously, have relationships with
other countries that get complicated, based on decisions that we
make here.
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Let me just simply say, from USDA’s perspective, we are con-
cerned about safety, and ought to be; that’s our number one con-
cern. We are also concerned about making sure the consumers have
the right information to make the right and more informed choices
as they go shopping, that they are getting what they are paying for
and what they think they are getting. We are also interested in
making sure that what we do is consistent with the science-based
systems that we are advocating in trading relationships throughout
the world. So, those are the three criteria that we used in devel-
oping our rule.

Senator COCHRAN. Thank you. Thank you very much.

Thank you, Mr. Chairman.

Senator KoHL. Thank you, Senator Cochran.

Senator Collins.

Senator COLLINS. Thank you, Mr. Chairman. Mr. Chairman, Sen-
ator Brownback, I want to start by thanking you both for your
leadership of this subcommittee.

IRRIGATION FUNDING

Mr. Secretary, recently I met with a group of potato growers
from Maine who expressed to me their difficulty in securing funds
for important irrigation projects in my State.

It’s my understanding that there are two USDA potential sources
for irrigation projects. One is the Environmental Quality Incentives
Program (EQIP). And the second is the Agricultural Management
Assistance Program. Unfortunately, our potato farmers have had
difficulty in securing funding from any of these programs on an on-
going basis. And let me explain why it’s important.

In 2007, the need for irrigation funding was greatly increased
when the State of Maine established low-flow rules for streams and
rivers. These rules were the result of a collaborative process be-
tween agricultural stakeholders and environmental groups, and
they developed significant new environmental standards for min-
imum flow levels. Everyone worked together in a collaborative
process, and it was understood, at the time, that NRCS would pro-
vide the resources to assist in implementing these rules. They're
particularly a problem in the months of July and August, when ir-
rigation is most needed for the crop. Thus, the potato industry is
in desperate need of funds to establish irrigation ponds and pur-
chase efficient irrigation equipment.

Now, there are local meetings that are held to decide how to allo-
cate part of the NRCS funds, but those meetings are inevitably
scheduled, it seems, during either planting or harvesting times.
And thus, the farmers are unable to leave their farms to partici-
pate.

So, my first request would be for you to encourage those in
charge of the program in our region to schedule those allocation
meetings at a time when the farmers can attend.

The second issue is, the director of the program has discretion
with some of the funding, and yet is putting it to other uses. This
is an ongoing problem. When the Maine Potato Board came to see
me recently, it was their number one issue. And I worked with the
chairman last year on a colloquy urging the Department to help us.
Unfortunately, nothing really has changed.



34

So, I want to ask you, personally, to help us resolve this irriga-
tion problem that has been created by my farmers, working in a
very collaborative way with environmental groups, to come up with
minimum flow standards. But, it has created a need for more irri-
gation.

Secretary VILSACK. Senator, first of all, I've just instructed the
staff to make sure that the meetings are scheduled at a more con-
venient time for the farmers. That is an absolutely fair request,
and I'm not quite sure why that hasn’t been done, but we will cer-
tainly try to rectify that immediately.

I have been advised that $750,000 of EQIP money was made
available, and resources under the Agricultural Management As-
sistance Program of about $258,000 was made available. The total
AMA allocation for Maine was made exclusively available for po-
tato growers in one county. I may get this wrong, is it “Arrows”——

Senator COLLINS. It’s Aroostook.

Secretary VILSACK. Aroostook.

Senator COLLINS. Where I'm from.

Secretary VILSACK. Okay, well, that’s where all that money went.

Senator COLLINS. Good.

Secretary VILSACK. The rest of the resources, the $750,000 of
EQIP money, was available statewide for irrigation management.
And as a result of the meetings that have taken place, NRCS in
Maine has established an initiative in which it intends to fund,
each year for the years 2010, 2011, and 2012, an additional
$750,000 per year available statewide.

We will make sure that those resources are, obviously, strategi-
cally focused and make sure that people have input as to where
they are to be spent.

Senator COLLINS. Thank you. It is an important issue. We did re-
ceive some funding, but this year the State—the conservationist,
the head of NRCS, has allocated the AMA irrigation funds for other
purposes. So, we look forward to working with you.

Mr. Chairman, I know my time is expired. I would ask that I be
permitted to submit, for the record, a question on our dairy indus-
try, which is still facing tough times. But, I want to thank the De-
partment for the work that you've been doing to try to provide
some assistance.

And also, an issue that Senator Snowe and I have written to you
about—new regulations being promulgated by the Food Safety and
Inspection Service that have a big impact on a chicken producer in
Maine. We're just asking that the full rulemaking process be fol-
lowed so that we can have the opportunity for input.

Secretary VILSACK. Mr. Chairman, can I just make

Senator KOHL. Go ahead.

Secretary VILSACK [continuing]. Two quick comments to Senator
Collins?

We have met with the Maine business that has concerns about
the ready-to-eat, not-ready-to-eat products. And we had a good
meeting with them.

And second, we do have a dairy council that we have established
to take a look at long-term strategies for moderating the severe ups
and downs of the dairy industry so there can be greater predict-
ability. That group will meet by conference call in March, and
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they’ll have their first in-person meeting in Washington, DC, in
April. Our hope is that they can report to us by the end of this year
with recommendations.

Senator COLLINS. Thank you.

Thank you, Mr. Chairman.

And thank you, Mr. Secretary for your hard work.

Senator KoHL. Thank you very much, Senator Collins.

Senator Harkin.

Senator HARKIN. Thank you very much, Mr. Chairman.

And, again, thank you, Mr. Secretary, for your great leadership,
and that of your Deputy Secretary. It is good to see our Budget Of-
ficer here again, as it is every year for a long time, Mr. Steele.

First of all, let me just, again, congratulate you and thank you
for the tremendous emphasis that you have put on child nutrition.
That is long overdue, and I can sense a refocusing of the Depart-
ment’s efforts in this area under your leadership. That extra billion
dollars a year for 10 years is truly, as you said in your statement,
an historic proposed investment, improving the quality of the food
that kids get in schools, improving their nutritional level, and get-
ting more kids included, of course, in the programs.

We had a good meeting with the First Lady, and I know we’re
all going to be working together—this subcommittee, and other
committees I'm on, the Health, Education, Labor, and Pensions
Committee, and the Agriculture, Nutrition, and Forestry Com-
mittee—to make this a coordinated effort. So, I thank you for hav-
ing that in the budget.

In the WIC program, the increase in the fruit and vegetable
vouchers—again, that is something long overdue. So, I'm glad
you’re addressing that also.

On food safety, as you know, the—we have a food safety bill, that
the House has passed—we have it about ready to go. I'm sure
you've looked at it, at least what the House has done. We'll be
tracking closely with the House; there’ll be a few differences that
we’ll have to work out. I'm hopeful that we’ll have that food safety
bill on the Senate floor soon. If not this work period, it definitely
will be at the top of the list as soon as we come back after Easter.
And so, I hope to have that done and to the President’s desk per-
haps by late May, something like that.

That bill is FDA, and USDA’s Food Safety and Inspection Service
is equally critical—focusing not just on diseases, but also better
food safety pathogen controls. You’ve addressed that also in your
statement, and I appreciate that.

Regarding the Know Your Farmer, Know Your Food initiative,
again, I've sensed, in the last few years, a growing interest in this
effort, in Towa and in other States. In fact—more and more often,
young people are getting involved in agriculture, not with 10,000
acres but smaller enterprises, where they’re growing for local mar-
kets, fruits, and vegetables, livestock or poultry, that kind of thing,
and are filling niche markets. It may not be a full-time occupation,
but it’s something that they’re doing with their families. And they
may have other sources of income. I sense this as a very big—a
growing movement all over the country. So, to the extent that you
have focused on that, and are focusing on local processing, local
meatpacking, local projects that can build off of that, it generates
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income, it’s good for the rural economy, and people will tend to stay
in those local communities. So, again, I commend you for your focus
on local food initiatives and urge you to continue to really push
that Know Your Farmer, Know Your Food effort.

CONSERVATION FUNDING

Okay, those are all the good things. Now let me get to a couple
of other things that I'm not quite so happy with, Mr. Secretary.
And I say that all in good friendship and admiration. One has to
do with conservation.

We worked very hard, on the 2008 farm bill, Mr. Chairman, to
strike balances. It was a long process, but we had overwhelming
support for the bill here and in the House. In fact, it took over-
riding two Presidential vetoes to get it done, but we did so with
overwhelming vote. You, yourself, Mr. Secretary, have pointed out
a number of conservation efforts—the Mississippi River Basin ini-
tiative, the Coral Reef Conservation initiative are examples that
show—and I know, personally—I know your commitment to con-
servation that you had as Governor of the State of Iowa. But, I'm
disappointed in the budget, on conservation.

Last fall, in just 56 days, USDA received 21,300 applications for
the Conservation Stewardship Program, covering an estimated 33
million acres. But, we could only enroll 12.8 million acres for 2009
under the farm bill—so, the demand is there. The demand is there,
but we couldn’t meet it all. In the EQIP program, at the end of
2009, USDA had on hand, but didn’t have the funding for, 54,329
applications. So, again, the demand is there. And as we keep read-
ing in the paper, whether we pick it up and read about the Chesa-
peake Bay and what’s happening there, or we look at the water
quality in Iowa and other States, we just can’t back off of all the
great strides we've started to make in conservation.

Farmers want to carry, but, you know, when a farmer is faced
with a cost-price squeeze—well, that additional few acres of land
that maybe was being devoted to conservation—well, maybe a
farmer is pressured to plant that land to corn or beans or wheat,
or something like that, or to cut back other conservation efforts to
make ends meet. So, the pressure’s become great on farmers. They
want to be conservationists. You know that as well as I do. They
just need some help. They're willing to put in their own labor,
they’re willing to put their own money into it, but they need some
help from the Federal Government.

And the estimate I have is that the budget cuts will eliminate
i:on(slervation that would be carried out on about 4 million acres of
and.

So, please talk to me about that, Mr. Secretary. I know there are
budget problems, but it just seems to me that this is one area
where we can’t back off—I'm concerned deeply about it.

Secretary VILSACK. Well, Senator, first of all, let me acknowledge
the fact that you have been a champion of conservation for as long
as you've been in this body, and have certainly led the effort in the
2008 farm bill, and in previous efforts to try to get people’s atten-
tion focused on conservation as if it were, in a sense, a commodity.

Senator HARKIN. Commodity.

Secretary VILSACK [continuing]. As significant.
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You know, I haven’t been in Washington very long, so I don’t
quite understand the way Washington thinks, at times. Last year,
we basically funded enough resources to enroll roughly 277 million
acres—almost 277.5 million acres—in our conservation programs
totally. The budget we submitted this year will cover almost 305
million acres, an increase of over 27 million acres. So, I think we
are continuing to try to look for ways in which we can enhance con-
servation.

Now, I can understand there’s a difference between authorized
levels and appropriated levels, but we believe that this budget ac-
tually appropriates more money to conservation than the previous
year. So, more money and more acres.

One of the challenges that we have is to manage these programs
properly. And NRCS has been under a cloud of an audit for the last
couple of years, because it didn’t do all it needed to do, in previous
years, in making sure that people were applying properly and that
people were getting resources for the right type of conservation. So,
we want to make sure that, as we increase and ramp up some of
these programs, that we do it in a way that we manage the re-
sources effectively and that we don’t continue to be under this
cloud of an audit. It will take a couple of years for us to fix this
problem, because, frankly, we tried to do too much too soon, and
didn’t have enough people. So, we’re in the process of trying to
make sure we do this properly so that we can respond to taxpayers
that we're spending their money wisely.

So, I think our budget is a constructive one. And I think it is fur-
thering the interests of conservation. It may not be as much as
folks would like to spend, but, given the fiscal realities, we thought
we did a pretty good job of balancing.

Senator HARKIN. Well, I understand what you said. But, in the
farm bill we put that money in there, including funds for technical
assistance and personnel to carry it out, and we paid for it. It was
fully offset. And that’s why, I think, we got so many votes for the
farm bill. We fully offset it. It was fully paid for. So, again, yes,
you're increasing, but you're “here” and the farm bill is “here,” so
there’s a—there is a gap there, a reduction from what we enacted.
Now, if you'’re saying that you want to make sure that you have
the people in place and everything to make sure that the programs
work, well I can understand that, too, I guess. But, I'm just worried
about whether or not we’re going to be able to get these people
signed up in the numbers that we had laid out and fully paid for
in the farm bill. You think we’ll be okay on that this year, that
we’ll have—be able to sign up the 12.8 million acres again this
year—in the CSP, for example?

Secretary VILSACK. I think we’ll probably, candidly, be closer to
12 million, but we’ll probably see a significant increase in EQIP.
So, it kind of depends on which program folks sign up for.

I will say, Senator, our goal is not to undercut the conservation
efforts. I think the worst thing that could happen would be for folks
to learn that people who weren’t entitled to money for conservation
were getting money. And we want to make sure that we do this
right. And if you read the audit of NRCS, as I have, you realize
that there were some serious issues that had to be addressed, and
are being addressed, and they were fairly comprehensive.
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So, I don’t want to, with resources, not properly manage those re-
sources. I think I have a responsibility to do that.

Senator HARKIN. Right.

Secretary VILSACK [continuing]. So, we are trying to ramp this
up in a way that is manageable.

Senator HARKIN. Thank you.

BIOREFINERY ASSISTANCE PROGRAM

Next is on the whole area of the Biorefinery Assistance Program,
section 9003 of the farm bill. Again, there is a lot of strong support
for that. I know you’ve been a supporter of biofuels. But, the budg-
et is $245 million in 2010, $150 million was authorized for 2011,
but your budget only calls for $17 million. Why such a low budget
figure for the Biorefinery Assistance Program?

Secretary VILSACK. Senator, we have a significant amount of car-
ryover to take from the previous year. There has not been as—well,
let me back up.

In order for this to work, I think there had to be a strategy, there
had to be a holistic and comprehensive approach to how you build
this industry. When credit became difficult, when prices collapsed
and there was a challenge in the ethanol industry, because of a
very tough year last year, there was sort of a slowing down of in-
terest in this area.

That’s one of the reasons why the President did two things: He
instructed us to put together a strategic plan for the biofuels indus-
try and to accelerate, as best we could, the other components of the
energy bill that you all put together in the 2008 farm bill. Because
all of them have to, sort of, work in concert. You have to have the
resources available to farmers to incent them to produce the feed-
stocks. You have to have resources available to biorefineries that
can be retrofitted to become more efficient. You have to have a
broader expanse of opportunity, not just in one region of the coun-
try, but all across the country. You have to have coordinated re-
search that increases the efficiency of what we’re currently doing
and develops new feedstocks so we can meet the 36 billion gallon
threshold.

And so, as a result of all of that, we are trying to coordinate all
of these resources. So, with the carryover and coordinated re-
sources, we think we’re going to have a much stronger and more
viable biofuels industry, and we are already seeing signs of interest
picking up. The uncertainty about the RFS2 also had issues, which
we've now cleared up. And Senator Brownback and I had a con-
versation, before you came, about E15 and the important role that
could play in stimulating additional growth. So, there were a lot of
moving pieces in 2009, some of those pieces have come into place.
I think you’re going to see more aggressive effort this year. And I
think you’ll see us do a better job, in terms of resources, in the fu-
ture. But, at the present time, we think the carryover plus that
amount is enough to, probably, meet the demand, and especially
using some of the loan guarantee assistance.

ETHANOL

Senator HARKIN. Did you—did you state earlier anything about
the timeframe on when we’re going to see the RFS2 come out?
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Secretary VILSACK. Well, it’s——

Senator HARKIN. It’s not your Department, but——

Secretary VILSACK [continuing]. It’s come out, in the sense that
the EPA has indicated that corn-based ethanol is alive and well,
meeting the threshold of 20 percent; soy diesel, biodiesel alive and
well, meeting the threshold. So, that was a positive indication and
sign.

Senator HARKIN. But the—upping the percentage of ethanol that
can be blended:

Secretary VILSACK. The blend rate is

Senator HARKIN [continuing]. Blend rate

Secretary VILSACK [continuing]. Still—as I explained to Senator
Brownback, Senator, the Department of Energy is currently doing
testing on older vehicles to determine the impact of E15 on those
older vehicles. They're fairly confident that the newer vehicles can
take E15, but they want to make sure they know what the cutoff
point is. And as they are figuring that out, we, obviously, are fig-
uring out ways in which we can provide assistance and help
through rural development for the kind of blender pumps that I
think ultimately we’ll have to have. Because I think somebody will
drive into a gas station and want E15, somebody will want E85,
and somebody will want E10, and you have to be able to have the
pumps to be able to meet that. And so, that’s part of our effort to
try to build this industry, is to create rural development resources
to make that happen.

Senator HARKIN. Very good.

Secretary VILSACK. And I should say we’re using rural develop-
ment resources from the Recovery Act to essentially promote those
kinds of gas stations that have capacity to do E85. And once we
get a read from EPA on whether it’s E10 or whatever it is, then
we can move forward on the appropriate distribution systems.

Senator HARKIN. Very good.

Mr. Chairman, thank you. I have a couple questions, one dealing
with crop insurance. I'll just—TI’ll submit it in writing.

Senator KOHL. Sure.

Senator HARKIN. I'm a little concerned about——

Senator KOHL. Yeah.

Senator HARKIN [continuing]. Some of the cuts in the under-
writing and in the administrative and operating—A&O, as they
call it, expenses for crop insurance. I'm just—I'm concerned about
that, but I won’t take any time here. I'll just submit it in writing.

Secretary VILSACK. Senator, if I can just clarify—staff's just
given me—so that you know—in terms of the biorefinery, we be-
lieve we have loan guarantee authority up to $900 million. So,
there’s discretionary money, and there’s mandatory money. What
you referred to, I think, was the discretionary money that we’re
adding on—in addition to the mandatory resources. So, in bio-
refinery—we have $900 million of guarantees, which is a fairly sig-
nificant amount, I think. And I would like the opportunity to com-
ment about the crop insurance——

Senator HARKIN. Well

Secretary VILSACK [continuing]. If I could——

Senator HARKIN [continuing]. Go right ahead.

Secretary VILSACK [continuing]. If that’s
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Senator HARKIN [continuing]. I just didn’t want to take——

Secretary VILSACK [continuing]. All right

Senator HARKIN [continuing]. Any more time. But——

Secretary VILSACK [continuing]. [——

Senator HARKIN [continuing]. If you have something you want to
add.

Secretary VILSACK. I mean this is a very important issue.

Senator HARKIN. Yes.

CROP INSURANCE

Secretary VILSACK. And it’s one that I think folks have to under-
stand.

When crop insurance was first devised, it was not a product that
people were aware of. It was a new product. And so, there had to
be a way in which it could be incented so that people would think
about it and purchase it. It wasn’t the thing that was mandated,
it wasn’t a—it was a choice.

And so, there were efforts to try to encourage agents and compa-
nies to get into this business. Over the course of time——

Scott, do you have that chart?

Mr. STEELE. Yes.

Secretary VILSACK. Over the course of time the profits for both
the agents and the companies have grown rather significantly.
And, in fact, in the last couple of years—and this is the chart. You,
obviously, can’t see it very well, but this is the chart. This is where
it started, and this is where it is today. And you’ve seen a dramatic
increase in profits in the last couple of years, in part because
agents are paid based on the value of the policy, as opposed to the
number of policies they sell. And the companies have done a pretty
good job; they’ve gotten about a 16 percent return on their money.
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So, what we’re proposing is a change that would adjust the A&O
so that agents would be paid for the number of policies they sell.
I mean, the reality is that most bankers today require crop insur-
ance as a condition of loans. So, it’s not all that difficult to sell this
product.

And on the profit side, we think a 12 percent return is a fair re-
turn, and so there’s a slight adjustment. Now, why do we say that?
Because we had a study done, by an independent research group,
that suggested that 12 percent would be a pretty good return. I
would take 12 percent on my money.

And then, second, the GAO was very critical of this program, so
we tried to respond to the concerns of GAO, to the independent
study, to the fact that, today, there are 200,000 fewer policies being
written than there were in 2000. So, the profits have doubled in
the last couple of years, for 200,000 fewer policies. So, we think,
you know, there has to be some adjustment; there has to be a fair
balance between the need for this product, which is a very impor-
tant risk-management tool, and the need for farmers to have it,
and also the taxpayers to be treated fairly.

And finally, some of the resource is going to be used to expand
access to the product in some parts of the country where it has
been very difficult to get crop insurance at all. So, it’s an effort to
try to spread the opportunity and the risk management tool in
other parts of the country.

Senator HARKIN. Well, I appreciate your explanation. I may want
to just get some more elaboration on that. But, you make a strong
argument. Thank you, Mr. Secretary.

Secretary VILSACK. Thank you.

Senator HARKIN. Thank you, Mr. Chairman.

Senator KOHL. Thank you, Senator Harkin.

NATIONAL ANIMAL IDENTIFICATION SYSTEM

Mr. Secretary, after the discovery of mad cow disease in North
America nearly a decade ago, there was great interest in devel-
oping a system to trace diseased animals that move in commerce.
This was considered vital to protect the livestock sector against cat-
astrophic market collapse in the event of a serious disease out-
break. Since then, there have been substantial Federal investments
to develop a National Animal Identification System, as you know.

However, on February 5th of this year, USDA announced an ab-
rupt about-face, in the nature of goals of this system. This revised
system will be national, only to the degree that animals pass into
interstate commerce, leaving much of the responsibility to States
and Native American tribes. Rather than taking the lead, USDA
will be a collaborator, assisting States and tribes to create diverse
localized responses.

So, Mr. Secretary, what assurance can you provide that, in the
face of the next widespread animal disease discovery, this system
will increase consumer confidence, mitigate economic impacts of
the outbreak, and maintain market access of U.S. products—U.S.
producers in global markets? What is your timetable for develop-
ment and implementation of this new system? How will costs be
borne among the Federal Government, States, and tribes? How do
you plan to assist these States and tribes that are not able to as-
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sume the additional costs of development and implementation of a
diverse State-centric system? And, as you know, the dairy sector
has developed a fairly sophisticated identification and animal
tracking system already. How will your proposal affect dairy farm-
ers or alter the system they already have in place, Mr. Secretary?

Secretary VILSACK. Mr. Chairman, we had a series of listening
sessions throughout the country, on animal identification. There
were 15 in all, I attended 2 of the 15, and read comments from the
other 13. A wide range of concerns about the former system, start-
ing with confidentiality and privacy and how the Federal Govern-
ment was going to dictate the technology, the cost, and the fact
that there were differences between various types of livestock.
Greater acceptance of this program among sheep, among hogs,
goats, and the poultry industry; great resistance from the beef in-
dustry, to the point that less than 35 percent of operators were, es-
sentially, participating, if you will, in this system. So, we really
didn’t have the kind of cooperation and participation that we
thought we would have.

Congress, and many Members of Congress, began to express con-
cerns about the resources that were being allocated to this pro-
gram, and were suggesting that—Chairman Peterson, I think, sug-
gested the time had come to basically pull the plug on this. So, a
lack of confidence in Congress, and a lack of confidence on behalf
of the cattle industry in particular, led us to think, “Is there a way
in which we could get greater participation?”

We're still taking advantage of the things we learned from the
resources that we’ve spent, and not disrupting what perhaps the
poultry industry or the hog industry had developed, and not dis-
rupting what we had learned from other disease management
strategies.

We felt that the one way to do this would be to have a partner-
ship between the Federal Government and State governments to
focus on where the real issue is, which is cattle and livestock that
pass in interstate commerce, and work with the States to develop
a strategy that would focus on low-cost technology that would get
the job done, have a higher rate of participation, and therefore,
allow us to do a better job of traceability, which is really what this
is all about, and encourage a more rapid response if there is, in
fact, an outbreak.

So, we are in the process of meeting with State ag commissioners
and secretaries this month. We start this process with our team
meeting with those folks, and we will begin to develop sort of a
standard for how this could work.

Recognizing that, once the standard’s put in place, it would prob-
ably likely focus on lower-cost technology; it would address the con-
cerns that were expressed by those who were just local producers
and local consumers, that they didn’t know why they had to partici-
pate in a program, when all they were going to do was slaughter
it for their own use or for their neighbors’ use; deal with the issue
of confidentiality by ensuring that Federal Government wasn’t
going to be having this massive database of information about peo-
ple that would be used for purposes other than traceability; and
work with folks, in terms of the more difficult issues of liability;
providing Federal resources to help purchase the low-cost tech-
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nology; and see whether or not we could get significantly greater
participation.

There may very well be decisions made by these commissioners
that what’s working in poultry and what’s working in pork may
continue, and we would be supportive of that. They may decide
that they want ear tags, they may decide that there’s some other
;c‘echrﬁology that makes sense for them in their State; we’ll help pay
or that.

What we think will happen at the end of this is that there’ll be
greater cooperation between State and Federal Government;
there’ll be greater participation on behalf of those in all sectors;
and we’ll have a better job of promoting traceability, and, at the
end of the day, will probably reduce the cost overall to the Federal
Government.

If we continued down the road we were on, we’d continue to have
participation in some, but not all, of livestock, and we would con-
tinue to be confronted with the notion that when only 30 to 35 per-
cent of people participate, it means 60 to 65 percent of the folks
aren’t participating, and that means that you really don’t have a
traceability system, and you don’t have the capacity to really do
what you need to do to preserve the market. So, we wanted to try
something different.

Senator KOHL. How will this affect the dairy sector?

Secretary VILSACK. Well, I think it depends on the individual
State. I mean, the reality is that if animals are crossing State lines,
there’s going to have to be a system to make sure that we can track
them back to the State of Wisconsin. For example, if they go from
Wisconsin to Iowa, then we’ll have a system that will allow us to
track them back to Wisconsin. Then, within Wisconsin, you can de-
cide how far back you want to go from that point. You may want
to go back to the case with Wisconsin, where there’s been great co-
operation and participation in the system, you may want to con-
tinue that. You can do that.

But, the State’s going to be the one that’s going to make that de-
cision, the producers within that State will have a greater say in
it, and the technology will be something that producers will be sat-
isfied that it’s reasonable and that they’re not being dictated to.

NEW INITIATIVES

Senator KOHL. All right. Mr. Secretary, the budget proposed a
number of initiatives, including the Healthy Food Financing Initia-
tive, and enhancements for organic and sustainable agriculture
production. Could you please walk us through these initiatives? For
example, how much of this involves a real increase in spending and
how much is simply a redirection of funds from existing programs?

Mr. Secretary, I'd like your thoughts on this. I'd also like to hear
from Deputy Merrigan, if she has any additional comments.

HEALTHY FOOD FINANCING INITIATIVE

Secretary VILSACK. Mr. Chairman, I'll give you a general over-
view and then ask the Deputy to provide more specifics.

As we began the process of taking a look at how to better link
local production and local consumption, one of the things we found
out was that there were many communities, both rural and in
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inner-city America, that did not have access to a grocery store that
would allow them to have access to fruits and vegetables and
healthy food choices. There was a plethora of convenience stores lo-
cated in these areas that provided an opportunity for processed
food and more expensive food, but not a grocery store.

So, one of the things we wanted to focus on was a way in which
we could respond to that challenge. And so, we began a process of
looking at States and cities that had been addressing this aggres-
sively such as the State of Pennsylvania and the city of Philadel-
phia, as an example. And what we learned was that, with addi-
tional resources and the use of market tax credits, we could cre-
atively and innovatively respond to the fact that there were places
where people would go miles and miles and miles without access
to a grocery store, that we could do this in an innovative and cre-
ative way, and we could increase the nutritional opportunities that
these folks have, and also create business opportunities and rural
economic development. A community without a grocery store has a
very difficult time attracting any other kind of opportunity.

What we also found was, when a grocery store located, it created
enough traffic that other business wanted to collocate, so that you
could create some momentum in these communities.

So, working with the Treasury Department, the Health and
Human Services Department, the First Lady’s initiative, and
USDA, we put together a $50 million proposal, part of which would
be used to help create that innovative and creative approach to get-
ting that grocery store located. And it may not even be a fixed facil-
ii}:ly, it may be a mobile facility. We just need to be creative about
this.

We also wanted to focus our efforts on a continuation of farmers
markets, community-supported agriculture, and we wanted to cre-
ate our rural development resources with enough flexibility that if
somebody wanted to build a small processing facility or a slaughter
facility or a mobile slaughter facility or a cold storage warehouse
so that you could aggregate enough product to be able to provide
a school or hospital with a steady supply of good quality food, lo-
cally produced, we ought to be able to look at ways in which we
could do that.

So, all of this is designed to use new money, but also to redirect
some existing resources in what we think might be a more effective
way.

But, I want the Deputy, who’s worked a lot on this and knows
more of the details about it, to amplify, if that’s all right.

Dr. MERRIGAN. Thank you, sir.

The Secretary did a great job talking about Healthy Food Financ-
ing Initiative, which we’re doing in cooperation with Treasury and
HHS. We have a variety of strategies to deal with the food deserts
that were identified by the Economic Research Service, as man-
dated by the 2008 farm bill. We’re excited about that.

KNOW YOUR FARMER, KNOW YOUR FOOD

In terms of the Know Your Farmer, Know Your Food Initiative,
which Senator Harkin mentioned, great excitement across the
country about that. I was in Kansas City a couple months ago,
there was a lot of action going on there around local, regional, with
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your healthcare and your farmers working in cooperatives. I'm on
my way to Madison this month. I was at Iowa State not that long
ago.

But, the Know Your Farmer, Know Your Food Initiative is not
a program in and of itself. It doesn’t have staff, it doesn’t have its
own budget. The concept is to use existing USDA authorities, we've
got a lot of resources, we've got a lot of people, and make sure that
we're really following through on some initiatives in the 2008 farm
bill, in particular. For example, the Business and Industry Loan
Guarantee Program, which Congress had asked that there be 5
percent of that money set aside for local food promotion, when Sec-
retary Vilsack and I got into the Department and got down into the
details, we found out that nobody had applied for that money. Our
question naturally was, “Well, why not?” Are we doing enough to
get the word out that this money is available? And so, part of
Know Your Farmer, Know Your Food is really trying to better uti-
lize existing resources within the Department. It’s also about hav-
ing a national conversation, particularly with young people, about
where we want American agriculture to go. And that’s all been
positive.

NATIONAL ORGANIC PROGRAM

In terms of organic, we will be having an inspector general report
coming out, probably this week, that will look at some longstanding
problems in the National Organic Program. These are problems
that we're getting ahead of now, and, for that reason, we've asked
for a $3.1 million increase in the regulatory program. We believe
that this is the age of enforcement.

We're instituting new initiatives, like residue testing, unan-
nounced inspections on farms. We really want to increase the rigor
of this program. At the same time, we want to fund organic initia-
tives around the Department, really just small increases in pots
that are already there. For example, Market News, trying to find
out more about what’s going on in organic dairy in the market-
p}llace. So, we've just asked for a small amount of money increase
there.

So, there’s a variety of footholds in the Department for organic,
but no huge new program. Again, it’'s getting USDA, which is a
very big-tent organization, finding a way for the different kinds of
production schemes to have a home within our different agencies.

KNOW YOUR FARMER, KNOW YOUR FOOD

Senator KOHL. Deputy, you talk about Know Your Farmer, Know
Your Food Initiative. We all know it’s gaining in popularity
through expanding farmers markets, and other means also. Would
you speak a bit to the economic efficiencies of reduced transpor-
tation costs and the ability for rural communities to keep more of
the wealth it generates in those local communities. And are there
other new challenges in food safety or other problems, due to this
shift in marketing, that we should be made aware of?

Dr. MERRIGAN. Well, Secretary Vilsack and I are always on the
road, saying that nobody gets a pass in food safety. Food safety is
not a size-relevant thing. Whether you’re a little guy or the big
guy, we all have to do better. But, because one of the emphases in
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Know Your Farmer, Know Your Food is to get more institutional
purchasing of locally grown, regionally grown food, maybe that’s
our school system, there are new relationships there, and there are
questions about what food safety certifications need to be put in
place; what are the concerns about liability; how contracts should
be written. And that’s one of the reasons that we have a Farm to
School team that’s going around the country trying to figure out
where Farm to School has been successful, and where it has failed.
There are 43 States now that have a foothold in Farm to School.
Get the lessons learned and document that so that other institu-
tions can follow. Get that roadmap in place.

In terms of its potential for rural economic development, we
think it’s great. As we know from our NASS Survey data, there is
a real uptick in small farms, those that are grossing $10,000 and
less. We also know that there’s that disappearing middle of family
farmers that are just not finding ways to make ends meet. We
think that if we can build stronger local and regional ag systems,
those smaller farmers will graduate into the middle-sized farms,
and those middle-sized farms that are trying to find a way to sur-
vive in a differing, evolving agricultural climate, that they’ll be able
to do so.

And so, again, it’s a lot of strategies. It may be helping fund a
mobile flash-freezing processing van that will help small farmers;
it might be about helping augment cold storage; it might be facili-
tating the development of a farmer cooperative, so they can aggre-
gate materials, so they can actually satisfy an institutional buying
request. So, again, a variety of strategies. And again, no food safety
concerns that I'm aware of, at this point.

Senator KOHL. Thank you very much, Deputy Merrigan.

Senator Brownback.

Senator BROWNBACK. Thank you, Mr. Chairman.

Just wanted to follow from the opening comments I made, and
then Senator Bond hit it, as well.

GLOBAL AGRICULTURE DEVELOPMENT

There’s a chart you have, Secretary, on agriculture development
as a percentage of total development assistance. And it’s what I
was mentioning to you earlier about how this has fallen off sub-
stantially. We had a big investment in agriculture development,
globally, in the 1980s. It was, I guess, trendy but not sufficient
enough to grab on. And then the—you can see how much it’s fallen
off, by this chart here—and then you have it.

This recent uptick, I'm told, is Millennium Challenge funding—
accounts funding, which is good. But, again, I think it’s outside of
the wheelhouse. So, you're the one that’s got the expertise in this
field; USDA and the land grant system is the one that knows it.
And I just—my hope is that, as Gates gets into this more, as Mil-
lennium Challenge gets into this more, as AID focuses on this area
more, as we look at ways that we stabilize countries around the
world via agriculture development—like Iraq and Afghanistan, to
name two—and as, I think, there’s more of a focus on Africa—that
it’s USDA and it’s the land grant system that’s in there doing this,
because that’s where the expertise is.



47

This is very good investment for foreign affairs, in my esti-
mation, for the United States. And where I—it seems like we’re
kind of in the—betwixt and between on how we’re actually going
to do this, who is going to do it. And I would hope that maybe the
funding goes through Millennium Challenge, or the funding goes
through AID, but it ends up working through the expertise that
you have, and the expertise that’s at the land grant universities.

And it would be my hope, as well, that the overall number would
go up, because this is—we’re a long ways down the road of—we
give a lot of development assistance, we give a lot of food aid, in
places around the world, but, you know, these are ones that, over
the longer period of time, have been very successful in many places
around the world. We're still hard-stretched in some places. And
there’s a concentrated set of countries, particularly sub-Sahara Af-
rica countries, that the picture—as I've looked at this over 20
years, it’s narrowed in, a narrower set, when we can—we can deal
with a lot of these problems. And I'm hopeful you can tackle that
and deal with it.

Secretary VILSACK. Senator, this is a very important aspect of
our job at USDA. And as part of our strategic vision for the Depart-
ment, we realize that we have to do a better job of providing assist-
ance to deal with food insecurity issues across the globe.

We have a one-government approach to this. And so, the State
Department, USAID, and USDA have an interagency task force, if
you will, that had been put together to promote global food secu-
rity, the Global Hunger and Food Security Initiative. And it is fo-
cused on, first of all increasing resources, as the President indi-
cated during the G20 meeting last year, and which I indicated a
commitment to when I traveled to Italy for the first G8 Agriculture
Ministers meeting on food security ever. It is targeted, in terms of
its impact on the countries in sub-Saharan Africa and some of the
poor countries, such as Haiti is another targeted area, even before
the earthquake. And it is focused on three fundamental ap-
proaches; first of all, increasing agricultural productivity in these
countries. And that involves USDA providing opportunities for
greater exchanges through the Borlaug and Cochran fellowships,
which we’ve requested additional resources for. It is working with
agricultural ministries, like we are in Afghanistan and Iraq and
Pakistan, to address specific issues that we have expertise on that
we can share. It is designed to promote a science-based approach,
in terms of biotechnology, and the benefits that that could poten-
tially have in increasing crop production in drought areas, with
drought-resistant crops and other strategies, more appropriate use
of fertilizer, a better understanding of soil conditions, things of that
nature.

Second, even if you grow the food, it doesn’t necessarily mean it
gets to the people who need it; and therefore, it doesn’t necessarily
create economic opportunity for those farmers. So, we need to also
focus on creating greater access, and that deals with developing
market strategies, developing regulatory structure and legal frame-
works that allow this to happen, and the infrastructure, both the
storage facilities to avoid post-harvest loss, transportation facilities,
and the like.
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And then, finally, even if it’s available, even if it’s accessible, it
may not be properly utilized. And so, therefore it goes into an edu-
cation effort to make sure that there’s proper refrigeration, proper
handling, proper cooking of the food so that it’s safe for people to
consume. When you do all of that, you really do create a much
more vibrant agricultural economy. And in these countries that are
fragile and are food insecure, that is absolutely the first thing that
has to happen.

We are doing pretty significant work in Afghanistan. And, you
know, I know time doesn’t permit me to go into great detail about
it, but I think we are seeing some results from that.

Senator BROWNBACK. Well, I—one other thing that you didn’t
mention, and it’s not in your area, but I think it’s just critically im-
portant, is that—the structure of the government in those coun-
tries. We—we've seen places—and particularly—I know I can look
at examples in sub-Sahara Africa, where we put quite a bit of
money in over a lot of years. And I've traveled these places and you
meet with the leadership and they kind of ask the question,
“Where’d the money go?” And that’s why I like the Millennium
Challenge account approach, where they go—there’s a—a key piece
of this is about governance, on how you govern. And when places
like China and India went to a more open-market sector, and away
from the way they were doing it, systems and things started to
flourish.

So, I would hope that we learn our lessons, too, from our past
engagement, when we put a fair amount of money in this, is that
it does matter whether a country is willing to help itself and struc-
ture itself in a way that these dollars can take hold. It’s like
whether it can take root or not, or are we going to just throw some
money in here. And I would kind of hold it back, say, “We're ready
to do this, but you've got to change these two things before we're
going to put this—we’re ready to do it, and we want to do it.” But,
otherwise, I think we may repeat some past problems, where we
poured money into some countries and we don’t have a whole lot
to 